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RAJYA SABHA 


The following Bill was introduced in the Rajya Sabha onthe 14th August, 1997: --- 


BPL No. XLIX OF 1997 


A Bill to consolidate and amend the law relating to companies and certain other 

associations. 

Be it enacted by Parliament in the Forty-eighth Year of the Republic of India as 
follows: — 


PARTI 


PRELIMINARY 


1. (1 ) This Actmay be called the Companies Act, 1997 . 
( 2) It extends to the whole of India. 

( 3) It shall come into force on such date as the Central Governmentmay, by notification , 
appoint. 


Short titlo, 
extent and 
commence 
mont . 
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finitions. 


2 . In this Act, unless the context otherwise requires - 


( 1) " abridgod prospoctus" means a motorandum containing such salient features 
of prospectus as may be prescribed ; 


(2 ) " accounting standards" means the standards of accounting, tocomtended by 
the Institute of Chattered Accountants of India , constituted under the Chartered 
Accountants Act, 1949 , may be prescribod by the Central Government in 
consultation with the National Advisory Committco on Accounting Standards 
established under sub- section (1) of section 415; 


38 of 1949 . 


( 3) "alter " and " alteration shall include the making of additions and omissions; 


(4) " articles " means the articles of association of a company as originally framnod 
or as altered from time to time in pursuance of any provious companies law or of 
this Act; 


(5 ) " auditor " moans an auditor appointed under section 180 ; 


(0 ) " banking company " has the same meaning as in the Banking Regulation Act, 
1949 ; 


10 of 1949 . 


( 7) " Board " mcang the Board of directors of a company; 


(8) " body corporate" or " corporation " includes a company incorporated outside 
India , but does not include 


(a) a corporation solo; 


(b ) a co -operative society registered under any law relating to co -operative 
sociaties ; and 


(c ) any other body corporato (not being a company as defined in this Act ) 
which the Contral Government may , by notification , specify in this behalf; 


(9) " book and paper " and " book or paper" includes accounts , deods, vouchers , 
writings and documents , maintained in any modium capable of being retrieved by any 
cloctronic mcans , or in any other manner; 


(10) " branch office ", in relation to a company , means 


( a ) any establishment described as a branch by the company ; or 


(6 ) any establishment carrying on either the same or substantially the same 
activity as that carried on by the head office of the company; or 


(c) any establishment engaged in any production , processing or manufacture ; 


(11) " charge " means an interest created on the property of a company or its 
undertaking or both , as a socurity , and includes - - 


(a ) a charge for the purpose of sccuring any issue of dcbentures; 


(b) a charge on the uncalled share capital of the company ; 
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(c) a charge on any immovable property , wherever situate , or any interest 
therein ; 


(d ) a charge on any book dobts of the company ; 


(e ) a charge on any movable property of the company; 


. floating charge on the undertaking or any property of the company, 
including stock - in -trado; 


(8 ) . charge on calls thade but not paid ; 


(h ) a chargo on a ship or any share in a ship ; 


(1) a charge on goodwil , on a patent or a licence under a patont or on a trade 
mark or a licence under a trade mark , or on a copyright or a licence under a 
copyright, and 


( ) a mortgage; 


38 of 1949 . 


(12 ) " chattetod accountant means 4 member of the Instituto of Chattetod 
Accounts of India , constituted under the Chartered Accounts Act, 1949 ; 


(13) " chicf accounts officer" means the chief accounts officer of a company 
appointed under section 172 , by whatever name callod ; 


( 14 ) " company " tocans a company as defined in section 3; 


23 of 1959 . 


( 15 ) " cost accountant" means a momber of the Institute of Cost and Works 
Accountants of India , constituted under the Cost and Works Accountants Act, 1959 ; 


( 10 ) " Court" , with reference to any mattor relating to a company , means the High 
Court having jurisdiction in relation to the place at which the registered office of the 
company is situate; 


(17) " debenture " includes dobonturc stock, bonds and such other socurities of a 
company , whothor constituting a charge on the assets of the company or not; 


22 of 1996.25 


(18) " depository " has the samemeaning as in the Depositories Act, 1996 ; 


(19) " derivative" includes a socurity derived from a debt instrument, share, loun 
whether secured or unsecured , risk instrument, option , future or contract for 
differences or any other form of security ; 


( 20 ) " director" means an individual appointed as a director of . Board of a 
company under section 208 and includes any person occupying the position of a 
director, by whatova namc callod ; 


(21) " Director General" means the Director Gencral of Inspection and Investigation 
appointed under sub - section (1 ) of section 402 ; 


(22) " dividend " includos any interim dividend ; 


(23 ) "document includes ammons, notice, requisition , order , other logal process, 
and registers, whether issued , sont or kept in pursuance of this or any other Act 
whether maintained in any mediut capable of being retrieved by any electronic 
mcans or in any other matnot, 
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(24) " employees stock option " means the option given to the whole- time directots , 
officers or omployees of a company , which gives such directors , officers or 
cmployees the benefit or right to purchase or subscribe at a future dato , the securities 
offered by the company at a pre - determined price; 


(25) " existing company " means an existing company as defined in section 3 ; 


(20 ) " financial year" , in relation to any body corporate, means the period in 
respect of which any profit and loss account of the body corporate laid boforo it in 
annual general meeting is made up , whether that period is a year or not; 


( 27) " Government company " means any company in which moto than fifty per 
cont. of the paid -up share capital is held by the Contral Government of by any State 
Government or Governments , or partly by the Central Governincnt and partly by one 
or more Statc Governments , and includes a company which is a subsidiary of a 
Govorniment company; 


(28 ) " holding company " means a holding company within the meaning of section 


( 29 ) " hybrid ” ticans any security which has the character of more than one type 
of security , including their derivatives ; 


(30 ) " information memorandur " means a process undertakon prior to the filing of 
a prospectus by which a demand for the securities proposed to be issued by a 
company is elicited , and the price and the terms of issue for such socurities is 
assossod , by means of a notice , circular, advertisement or document; 


(31) " insurance company " means a company which carries on the business of 
insurancc cithcr solely or in conjunction with any other business or businesses ; 


(32 ) " issued gencrally ", in relation to a prospectus, an abridged prospectus, or any 
other like document, mcang lasued to persons frrespective of their being existing 
members or debenture holders of the body corporate to which the prospectus , 
abridged prospectus of such other document relatos; 


( 33 ) " liconsod Registrar " means a company which has bcon authorised to perform 
the functions of the Registrar under section 406 ; 


( 34 ) " limited company " means a company limited by shares or by guarantee; 


( 35 ) " listed public company" means a public company which has any of its 
socurities listed in any recognised stock exchange; 


(36 ) " manager" means an individual who , subject to the superintendence , control 
and direction of the Board , has the management of the whole , or substantially the 
wholo , of the affairs of a company, and includes a director of any other person 
occupying the position of a manager, by whatever namc called , and whether under a 
contract of service or not; 


(37) "managing director" means a director who, by virtue of an agreement with 
the company or of a rosolution passed by the company in general meeting or by its 
Board , is entrusted with substantial powers of management of the company , which 
would not otherwise be cxcrcisable by him , and who shall excrcise his powers subject 
to the superintendence, control and direction of the Board , and includes a director 
occupying the position of a managing director , by whatever name called ; 
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(38 ) "member ", in relation to a company, means 


(a ) a subscriber to the memorandum of the company who shall be docmed to 
have agreed to bocome a member of the company and on its tegistration shall be 
entered as a member in its register , 


(b) every other person who agroos in writing to become a member of the 
company and whose name is entered as a member in its register, and 


(c ) every other person holding shares of the company whose name is entered 
As a beneficial owner in the records of the depository ; 


( 39 ) " memorandum " means the memorandum of association of a company as 
originally framed or as altered from time to time in pursuance of any provlous 
companies laws, or of this Act ; 


(40) "modify " and "modification " shall include the making of additions, alterations 
and omissions; 


(41 ) " notification " or " notfy" means a notification published in the Official 
Gazette ; 


(42 ) " offence " means an offence under this Act which is punishable with 


(a ) imprisonment; or 


( ) with imprisonment and finc ; or 


(c ) with imprisonment or with fine, or with both ; or 


(d ) with fine which oncoods tou thousand rupoos ; 


(43 ) " officer" includes any director, manager, scoretary , chief accounts officer, 
auditor or any person in accordance with whoso diroctions or instructions the Board 
or any one or more of the directors is or are accustomed to Act; 


(44 ) " officer who is in default", in relation to any provision referred to in scction 
3 , has the meaning specified in that section ; 


(45) " option in securities" has the same mcaning as in clause (d) of section 2 of 
tho Sccuritics Contracts (Regulation ) Act, 1956 ; 


42 of 1956 . 


(40 ) " paid -up capital" or " capital paid -up " inchdcu capital crodited as paid -up ; 


(47) " proscribcd " mcans prescribed by rules made under this Act; 


(48) " previous companies law " means any of the laws spocified in clause (ii) of 
gub -section (1 ) of section 3 ; 


( 49 ) " private company" means e private company as defined in section 3 ; 


(50 ) " prospectus " means any document described or issued as a prospoctus and 
includes any notice , circular , advertisement or other document inviting offers from the 
public for the subscription or purchase of any sccurities of a body corporate , but does 
not include an information memorandum or like document issued prior to the issue 
of a prospectus ; 
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(57) " public company" means a public company as defined in soction 3; 


mcnt 


(52) " public financial institution " means 

(a) the Industrial Credit and livestment Corporation of India Limited ; 
(b ) the Industrial Reconsttuction Corporation of India Limited ; 
(c) the Industrial Development Bank of India; 
(d) the Life Insurance Corporation of India; 


(e) the Unit Trust of India ; and 


any other institution declared by the Central Government to be a public 
financial institution and in forco immodiately beforo the commencomont of this 
Act, or any institution notifiod under clauesc (c ) of sub - coction ( 1 ) of the Public 
Financial Institution (Obligation as to Fidelity and Socrecy ) Act, 1983 ; 


48 of 1983. 


(53) " public holiday " trcans a public holiday within the meaning of the Negotiablo 
Instruments Act, 1881: 


26 of 1881. 


Provided that nothing in this clausc shall apply to the holding of a general 
meeting of a company on a Sunday: 


Provided further that. Do day doclared by the Central Governmont to be a public 
holiday under that Act shall be doomed to be such a holiday , in relation to any 
mooting, unless the doclaration was made before the issue of the notico convening 
such mocting ; 


(54) " recognisod stock exchange" has the same micaning and in the Securitics 
Contracts (Regulation ) Act, 1956 ; 


42 of 1956 . 


(55) " Regional Director" means a Regional Director appointed undor sub -section 
( 1) of soction 404; 


( 50 ) " register " means the register of members of a company and includes the 
register of dobobture holders or holders of thot securities maintainod in any manna 
which is capable also of being retrieved by electronic mcans; 


(57) " Registrar" means a Registrar of Companies, appointed under sub -section (2) 
of section 403 and includes an Additional, a Joint, a Deputy or an Assistant Registrar 
and also includes a company toferred to in sub - section ( 1 ) of soction 406 ; to 
discharge functions under sub -section ( 2) of that soction ; 


(58 ) " relativo" means a person who is related to another in the following manner, 
namely : 


(a ) spouse ; 
(b) father (tacluding step-father); 
(c ) mother ( including step-mother); 


(d) son ( including step -son ); 
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(@) son s wife; 


daughter ( Including stop -daughter); 


(8 ) daughter s husband; 


(h ) son s son ; 


(1) son s daughter; 


) daughter s son ; 


(k ) daughter s daughter, 


(7) brother (including step -brother); 


(m ) brother s wife ; 
(n ) slster (including step- sister); 


(0 ) slatet s husband , 


and includes a member of Hindu Undivided Family ; 


(59 ) " Schodulo" means a Schedule annexed to this Act ; 


(60) " scheduled bank" has the same meaning as in the Reserve Bank of India Act , 


2 of 1934 


1934; 


$ 6 of 1980. 


(61) " secretary " means a company secretary within the meaning of clause (c ) of 
sub -soction ( 1) of section 2 of the Company Secretaria Act, 1980 , and includes any 
other person possessing the prescribod qualifications and appointed to perform the 
duties of a company socretary mder this Act, 


(62 ) " secretary in whole -time practice meats a doctotary who shall be doamod to 
bo in practice within the moaning of sub -section ( 2 ) of soction 2 of the Company 
Secretaries Act, 1980 , and who is not in any employment; 


56 of 1980 . 


42 of 1956 . 


(63 ) " securitics" ucans securitics as defined in clause (h ) of soction 2 of the 
Securities Contracts (Regulation ) Act, 1956 , and includes hybrids , dorivatives and 
units or any instrutent which cntitles the owner to be allotted any kind of property , 
or payment of money in lieu theroof at a futuro dato ; 


(04 ) " Secarltics and Exchange Board " moans the Securities and Exchango Board 
of India established under section 3 of the Socuritlog and Exchange Board of India 
Act, 1992 ; 


15 of 1992 . 


(65) " share" means a share in the share capital of a company ; 


(60 ) " shart with differential rights " mcans a share that is issued with differential 
rights in accordance with the provisions of section 78 ; 


(67) " subsidiary company means a subsidiary company within the meaning of 
section 4 ; 
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(68) " total voting power" , in regard to any mattor relating to a body corporate , 
means the total number of votes which may be cast in regard to that matter on a poll 
at a moeting of such body , if all the members thereof and all other persons , if any, 
having a right to vote on that matter are prosent at tho mecting, and cast thoir votes ; 


(69) " trading corporation " means a trading corporation within the mcaning of 
chtries 43 and 44 in List I in the Seventh Schedule to the Constitution ; 


(70 ) " Tribunal" means the Company Law Tribunal constituted under sub - section 
( 1) of section 416 ; 


(71) " unlisted public company " moans a company which is not a listed public 
company ; 


( 72 ) " variation shall include abrogation ; and " vary " shall include abrogatc; 


(73) words and oxpressions used in this Act and not defined but defined in the 
Depositorios Act, 1996 , shall have the same mcanings rospectivoly assignod to them 
in that Act. 


22 of 1996. 


3. (1) In this Act, unless the context otherwise requires, the expressions " company" , 
" existing company" , " privato company" and " public company" shall , subject to the 
provisions of sub -soction (2 ), have the meanings specified below : 


Definitions 
of 
" cothpany ", 
" existing 
company " , 
" privato 
company " 
and " public 
company " . 


*) " company" means a company formed and registered under this Act or an 
existing company as defined in clause ( ii ) ; 


(ii) " existing company" means a company formed and registered under any of the 
previous companics laws specifiod below : 


(a ) Any Actor Acts relating to companies in force before the Indian 
Companics Act, 1866 and repcaled by that Act ; 


10 of 1866. 


(b ) the Indian Cotapanics Act, 1866 ; 


10 of 1866 . 


(c ) the Indian Companies Act, 1882 ; 


6 of 1882 . 


7 of 1913 . 


(d ) the Indian Companies Act, 1913; 
(e) the Registration of Transferred Companies Ordinance, 1942; 


54 of 1942 . 


the Companies Act, 1956 ; 


1 of 1956 . 


(8 ) any law corresponding to any of the Acts or the Ordinance aforesaid and 
in force 


( 1) in the merged territories or in the territorice which immediately before 
the commencement of the Constitution ( Sovcuth Amendment) Act, 1956 , were 
comprised in a Part B State (other than the State of Jammu and Kashmir), or 
any part thetoof, before the extension thereto of the Indian Companies Act, 
1913; or 


7 of 1913 . 


62 of 1956 . 


(2) in the State of Jammu and Kashmir , or any part thereof, before the 
commchcement of the Jammu and Kashmir (Extension of Lawy) Act, 1956 , in 
80 far as banking, insurance and financial corporations and concerned , and 
before the commencement of the Central Laws (Extention to Jammu and 
Kashmir) Act, 1968 in so far as other corporations art concarnad ; and 


25 of 1998 . 
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7 of 1913 . 


(3 ) in the Union territory of Pondicherry or any part thereof, before the 
commencement of the Indian Companies Act, 1913 therein ; 


(h ) the Portuguese Commercial Code, in so far as it relates to " sociedades 
anonimas " ; 


() the Registration of Companies Act, Sikkim , 1961; 


(111 ) " private company " means a company which has a minimum pald -up capital 
of one lakh rupecs , and by its articles, 


(a) restricts the right to transfer its abarcs , If any; 


(6 ) limits the number of its members to fifty, not including 


persons who are in the employment of the company; and 


(i ) person who having been formerly in the employment of the company , 
were members of the company while in that employment and have continued 
to be members after the omployment ceased ; 


(c ) prohibits any invitation to the public to subscribe for any sccurities of the 
company : 


Provided that wheto two or more persons hold one or more shards in a 
company jointly , they shall , for the purposcs of this sub - clauso, be treated as a 
single monber; and 


(d) prohibits the invitation of acceptance of deposits from persons other than 
its members , directors of their relatives ; 


(iv) " public company" means a company which 


(a ) is not a private company; 


(b) has a minimum paid -up capital of five lakh rupees; 


(c) is a private company which is a subsidiary of a cotapany which is not a 
private company and has minimum paid -up capital of five lakh rupees. 


(2 ) Where the articles of a company include the provisions which , under clause ( ill) 
of sub -section (1) , are requirod to be included in the articles of a company in order to 
constitute it a private company, but a default is made in complying with any of those 
provisions , the company shall coast to be entitled to the privilogos and cxctaptions 
conferred on private companies by or under this Act, and this Act shall apply to the 
company as if it were not a private company : 


Provided that the Tribunal, on being satisfied that the failure to comply with the 
conditions was accidental or due to inadvertence or to some other sufficient cause , or 
that on other grounds it is just and cquitablo to grant relief, mnay, on the Application of 
the company or any other person interested and on such terms and conditions as may 
seem to the Tribunal just and expedicnt, order that the company be relieved from such 
consoquences as aforcsaid . 
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(7) Every privato company, existing on the commencement of this Act with a paid 
up capital of less than one lakh rupood , shall, within a period of one you from such 
commencement, onhance its paid- up capital to one lakh rupees. 


( 4) Every public company existing on the commencement of this Act with a pald 
up capital of less than five lakh rupoos, shall, within a period of one year from auch 
commch.comcat, onhance its pald -up capital to five lakh rupoos . 


(5) Wherc a private company ot a public company fails to enhance its paid -up capital 
in the mannot specificd in sub -section ( 3 ) or sub - section ( 4 ), such company shall be 
docmed to be a defunct company within the meaning of section 383 and its name shall 
bc struck off tho register by the Registrat . 


(0) Unless the context otherwise roquires , a company , the registered office whoreof 
is in Myanmar, Aden or Pakistan and which immediately before the separation of that 
country from India WAR A company as defined in clauso ( ) of sub- section ( 1) shall not 
bo Includod within the scope of any of the expressions defined in clauses () to (iv) of 
sub - section ( 1), and such a company shall be deemed , for the purposes of this Act to 
have been formed and registerad outside India . 


Meaning of 
" holding 
company" 
and " sub 
sidiary " . 


4 . ( 1 ) For the purposes of this Act, a company shall, subject to the provisions of this 
section , be decined to be a subsidiary of another company (hereafter in this scction 
reforred to as that other company ), if , but only if , that other company 


(a) controls the composition of its Board ; or 


(b ) exercises or controls more than one- half of its total voting power in a casc 
where it has lasued socurities and such sccurities have the same voting rights as 
equity sharos ; or 


(c ) holds more than one -balf in value of its paid -up capital, in any other case : 


Provided that to company which is a subsidiary of another company shall, after the 
commcpcement of this Act , be a holding company . 


(2) For the purposes of sub-section (1), the composition of a company s Board shall 
be deemed to be controlled by another company , if, but only if, that other company by 
the exorcise of some powot cxcrcisablc by it at its discretion without the consent or 
concurrence of any other person , can appoint or remove the holders of all of a majority 
of the directorships ; but for the purposcs of this provision that other company shall bo 
deemed to have power to appoint to a directorship with respect to which any of the 
following conditions is satisfied , that is to say 


(a ) that a person cannot be appointed thereto without the cxcrcise in his favour by 
that other company of such a power as aforesaid ; 


(b ) that a person s appointment thereto follows necessarily from his appointment 
as director, or manager of, or to any other office or craployment in , that other 
company ; or 


(c) that the directorship is held by an individual nominated by that other company 
or a subsidiary thereof. 


(3 ) In determining whether one company is a subsidiary of another -- 


(a ) any shares held or power exercisable by that other company in 4 fiduciary 
capacity shall be treated as not beld or excrcisable by it ; 
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(b ) abjcct to the provisions of clauses (C ) and (d ), any shares held or power 
cxcrcisable 


( ) by any person as a nomine for that other company ( except where that 
other is concerned only in a fiduciary capacity ); or 


(ii ) by, or by a nominee for, a subsidiary of that other company, not being a 
subsidiary which is conccmed only in a fiduciary capacity , 


shall be trontod as held or excrcinable by that other company ; 


(c ) any shares hold or power cxctcisable by any person by virtue of the provisions 
of any debentures of that other company or of a trust dood for securing any issue of 
such dobenturos shall be distogarded ; 


(d ) any shares held or power cxorsicable by , or by a nomipoo for , that other 
company or its subsidiary shall be treated as pot bold or axorobably by that othor 
company , if the ordinary business of that other or its subsidiary , as the case may be, 
Includes the leading of moncy and the shares and held of the power is exercisable as 
aforcaald by way of socurity only for the purposes of 4 transaction chtarod into in the 
ordinary course of that business . 


(4) A company shall be doomed to be the bolding company of another if , but only 
if , that other is its subsidiary . 


( 5) In the case of a body corporate , which is incorporated in a country outside India, 
a subsidiary or holding company of the body corporatc under the law of such country 
shall be deemed to be a subsidiary or holding company of the body corporate within the 
meaning and for the purposes of this Act also , whether the requirements of this scction 
Art fulfilled or not. 


(O ) A private company , being a subsidiary of a body corporato incorporatod outside 
India , which , if incorporated in India , would be a public company within the meaning 
of this Act , shall be damod for the purposes of this Act to be a subsidiary of a public 
company if the entire share capital in that private company is not hold by that body 
corporate , whether alonc or together with onc or more other bodies corporate 
incorporated outside India. 


( 7) In this section , the cxpression " company " includes any body corporate , and the 
expression " equity sharc capital " has the same meaning as in sub -section (2 ) of section 


76 . 


5 . For the purpose of any provision of this Act, which cnacts that an officer of the Meaning of 
company who is in a default shall be liable to any punishment or penalty , whether by officer who 
way of imprisonment, finc or otherwise , the expression " officer who is in dofault " is in 
mcans all the following officers of the company , namely: 

default. 


(a ) the managing director or managing directors; 


(6 ) the whole- timc director or whole -timc directors ; 


( c) any other director in respect of a contravention of any of the provisions of this 
Act which had taken place with his consent or connivance or is attributable to any 
neglect on his part ; 


(d ) the chief Accounts officer, 
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( e ) the managot, 


the sectetary; 


(8 ) thc auditor , 


(h ) any person in accordance with whose directions or instructions the Board is 
accustomed to act: 


() in rospect of the lasuc or transfer of any securities of the company , the share 
transfer Agents , bankers , registrars to the issuo , merchant bankars and debenturo trusteos; 


( ) any person charged by the Board with the responsibility of complying with that 
provision : 


Provided that the person so charged has given his consent in this bobalf to the Board ; 


(k ) where any company docs not have any of the officots specified in sub -clauses 
( a ), (b ) and (e ), any director or directors who may bo specifiod by the Board in this 
behalf or where no director is so specified , all the directors: 


Provided that where the Board exercises any powor under sub - clause ( ) or sub 
clause (k), it shall, within thirty days of the exercise of such powet, file with the 
Registrar a return in the prescribed form . 


6 . Save as othcrwise expressly provided in this Act 


Act to 
Ovorride 
mormoran 
dum , ctc . 


(a ) the provisions of this Act shall have effect notwithstanding anything to the 
contrary containcd in thc memorandum or articles of a company, or in any agrocmcnt 
executed by it, or in any resolution passed by the company in general meeting or by 
its Board , whcther the same be registered , exocuted or passed , as the casc tay bo, 
befort or after the commencement of this Act; and 


( ) any provision containod in the memorandum , articles , agrcomont or resolution 
aforesaid shall, to the extent to which it is repugnant to the provisions of this Act, 
becomd or be void , as the case may be . 


PART I 


INCORPORATION OF COMPANY AND ALLIED MATTERS 


CHAPTER 1 


COMPANIES INCORPORATED IN INDIA 


Certain associations and partnerships to be registered 

as companies under Aa 


7. (1 ) No association of persons or partnership consisting of more than ten persons 
shall be formed for the purpose of carrying on the business of banklag , unless it is 
registered as a company under this Act, or is formed in pursuance of any other law . 


Probibition 
of AssociA - 
tions and 
partnerships 
exceeding 
certain 
number. 


(2 ) No association of persons or partnership consisting of more than twenty persons 
shall be formed for the purpose of carrying on any other business that has for Dos object 
the acquisition of gain by the association or partnership , or by the individualmembers 
thereof, unless it is registered as a company under this Act, or is fontood by pinturo 
of any other law : 
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Provided that in the case of an association of persons or partnership formod for the 
purpose of carrying on the profession of advocates, charteted accountants, cout 
accountants , doctors , architects of such other profession , as may be potiflod in this 
behalf by the Central Govotonent, this sub -soction shall havo offact as if for the words 
" twenty persons" , the words " fifty persons had been substitutod . 


(3) This soction shall not apply to a joint family as such carrying on a business, and 
where a business is carried on by two or more joint families , in computing tho number 
of persons for the purposes of sub -soctions (1) and (2 ), minor membets of avch families 
shall be excluded . 


(4) Every member of an association or a partnership carrying on business in 
contravention of this section shall 


(a ) be parsonally Ilable for all liabilities incurred in such business ; and 


(6) be punishable with find which may extend to fifty thousand rupees . 


Memorandum of association 


8 . (1 ) Any sve or more persons, or where the company to be formed is a privato Mode of 
company , any two or moto persons , Associated for any lawful purpose way, by fontoing 
subscribing their names to a memorandum of association and otherwisc complying with incorpora 
the requirements of the Act in respect of registration , form an incorporated company, ted 
with or without limited liability , 

company, 


(2) Such a company may be cither 


(a ) a company having the liability of its members limitod by the motnotanduan to 
the amount, if any , unpaid on the shares to poctivoly bold by that ( in this Act 
tormod " a company limited by shares" ); or 


(b ) a company having the liability of its members limited by the memorandum to 
such amount as the members may respoctively undertako by tho matnotandum to 
contribute to the assets of the company in the evont of its being wound up in this 
Act termod " a company limited by guarantoo " ); or 


(C) a company not having any limit on the liability of its members (in this Act 
termod " an unlimited company" ) . 


9 . (1) The memorandum of every company shall state -- 


(a ) the name of the company with " Limitad " as the last word of the name in the 
Cage of a public limited company , and with " Private Limited " As the last words of the 
name in the case of a private limited company; 


Requiro 
monts with 
respect to 
methoran 
dum . 


(b ) the State in which the rogistered office of the company is to be situato ; 


(0) (1) the main objects of the company to be pursued by the company; and 


(il) other objocts of the company pot included in sub- clause (t); 


(d ) that the liability of the members is limited by shares or by guarantee and , if 
so , it shall state that the liability of its mombers is limited ; 


(e) the share capital of the company; and 
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the names and other particulars of the subscribors to the memorandum of the 
company ; 


( 2) The memorandum of a company limited by guarantee shall also state that cach 
membut undertake to contribute to the exscts of the company in the event of its boing 
wound up while he is a membot or within one year after hc cance to be a membat , fot 
payment of the debts and liabilidas of the company , or of such debts and liabilities of 
the company as may have been contracted before be CCASOd to be a member, as the 
CA & C may be , and of the costs , charges and expensas of winding up , and for adjustment 
of the rights of the contributories among themselves, such amount as may be requirod , 
not excording a spocified amount. 


(3) In the case of a company having a share capital. 


( a ) unless the company is an unlimitod company , the motnotandum shall state the 
amount of share capital with which the company is to be togtstored and the division 
thereof into shares of a fixed Amount; 


(b ) no subacriber of memorandum shall take less than one sharc; and 


(c) cach subscriber of the momorandum shall writo opposite his name the number 
of shares he takes . 


(4) The memorandum shall 


(a) be printed either cloctronically or otherwise; 


(b ) be divided into paragraphs pumborod consecutively ; 


(c ) state the namo of cach subscribor, his address, description and occupation, if 
any , who shall sign in the presence of at least one witness who shall attest the 
signature ; and 


(d) include the name of each such witness, his address, description and occupation , 


if any. 


10. (1) A company may, by 4 spocial resolution , alter the provisions of its 
memorandum 80 as to change the place of its registered office from one Stato to 
Another, or with respect to the objects of the company so far as may be required to 
enable it 


Spocial 
resolution 
and confir- 
mation by 
Tribunal 
required for 
alteration 
of temo 
randum . 


(a ) to carry on its business moro oconomically or more efficiently ; 


(6 ) to attain its main objects by now or improved mcans; 


(c) to enlargo ot change the local area of its oporations; 


(d ) to diversify its business ; 


(e ) to restrict of abandon any of the objects specified in the mictnorandum ; 


O to sell or dispose of the whole, or any part of the undertaking , or of any of 
the undertakings, of the company ; or 


(8 ) to amalgamate with any other company or body of persons . 
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(2 ) The alteration of the provisions of the memorandum relating to the change of 
place of registered office of a listed public company from one Stato to the another shall 
not take effect unless it is confirmod by the Tibunal on pctition . 


(3) Before confirming the alteration , the Tribunal shall be satisfied that sufficient 
potice has been given to 


(a ) every boldet of the debentures of the company , and to every other porson or 
class of persons whosc interests will , in the opinion of the Tribunal, be affected by 
the alteration ; and 


(b) overy creditor who , in the opinion of tho Tribunal, is entitled to object to tho 
alteration : 


Provided that the Tribunal may, for special reasons, dispensc with the notice 
required by clause (a ) in the case of any person or class of persons specified in its 
onder. 


(4) The Tribunal shall cause notice of the petition for confirmation of the alteration 
to be served on tbc Registrar who shall also be given a reasonable opportunity to 
appear before it and state his objections and suggestions , if any, with respect to the 
confirmation of the alteration , 


( 5) The Tribunal may makc an onder confirming the alteration on auch tortts and 
conditions , if any , as it thinks fit and may make such order as to costs as it thinks 
proper, having rogard to the rights and interests of the members of the company and of 
overy class of them , as well as to the rights and interests of the croditors of the 
company and of overy class of them . 


11. (1 ) A company shall file with the Registrat, 


(a ) the special resolution passed by a company in relation to clauses (a ) to (8 ) of 
sub- section ( 1) of section 10 , within one month from the dato of such tesolution ; or 


Altcration 
to be 
registored 
and offoct 
of failuro 
to toglatet 
alteration . 


(b ) a certified copy of the order of the Tibunal made under ab- section (1) of 
that soction confirning the alteration , within three months from the date of ordot, 


as the case may be, togother with a printed copy of the memorandut as altered and the 
Registrar shall rogister the samnc and certify the registration under his hand within onc 
month from the date of filing of such docutachts: 


Provided that the Tribunal, may , at any time on a petition filed bofore it , by order , 
axtand the time for the filling of a copy of the order of the Tribunal or for the 
registration of the alteration by such period as it thinks proper: 


Provided further that lo a case whoto by reason of the alteration of the objects of any 
company under this sub -section , the name of the company is also required to be 
changed so as to reflect the alteration , thc Rogistrar may , after giving an opportunity of 
being beard to the company , order the change of the name of the company accordingly . 


(2) The certificate given under sub -section (1) shall be conclusive evidence that all 
the requirotoents of this Act in respect of the alteration and confirmation thereof have 
been complied with , and henceforth the memorandun , as go altered , shall be the 
memorandurn of the company. 


( 3) Whore the alteration involves the transfer of the tegistered office from one State 
to another , a certified copy of the order confirming the alteration , together with the 
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altered copy of the memoranduty, shall be filed by the company with the Registrar of 
anch of the States within thrco months from the date of the order , and the Registrar of 
cach sach Stato shall register the same and shall certify under his hand the rogistration 
thoroof; and tho Rogistrar of the Statc from which such office is transferred , shall send 
to the Registrar of the other Stato all documents relating to the company registered, 
rocorded or filed in his office . 


(4 ) No such alteration , as is referred to in section 10 , shall have any effect until it 
has been duly rogistered in accordance with the provisions of this section . 


( If the documents required to be filed with the Registrar under this section are not 
filod within the time allowed thereunder or cxtonded by the Tribunal, such alteration and 
the ordar of the Tribunal made under sub -section ( 1) of section 10 and all prooccdings 
connected therewith , shall at the expiry of such period , become void and inoperative: 


Provided that the Tribunal may , on sufficient cause shown, rovlve tho order on 
Application made within a further potlod of one month . 


12. ( 1) No company shall be togistcod by a name, which , in the opinion of the 
Contral Government to undesirable . 


Companies 
not to be 
registered 
with unde 
strablo 
Data. . 


(2) If, through inadvertance or otherwise a company on its first registration , or on its 
registration by a new name, is registared with an undesirable namo, the company 


(a) may, by ordinary resolution , and with the previous approval of the Regional 
Director , change its name or pow name; 


( ) shall, if the Regional Director so directs , within twelve months of its first 
registration or registration by its new name, as the case may be, by ordinary 
resolution and with the previous approval of the Regional Director, change its name 
or new name within a period of throc months from the date of the direction or such 
longar period as the Regional Director may think filt to allow . 


(3) If a company makos a default in complying with any diroction given under clausc 
(b ) of sub- section (2 ) , the company , and cvcry officer who is in default, shall bc 
punishablo with fine which may attend to onc thousand rupees for every day during 
which the default continucs . 


( 4) Without prejudice to the foregoing provisions of this soction , a company may , by 
a special resolution and with the approval of the Regional Director in writing , change 
its name: 


Provided that no such approval shall be required where the only change in the pamc 
of a company is the addition thereto , or, as the caso may bc , deletion thorefrom of the 
word " Privato" , conscqucnt on the conversion in accordance with the provisions of this 
Act of a public company into a private company or of a privato company into a public 
company. 


(5) Where a company changes its name in pursuance of sub -section (2 ) or sub 
section ( 4), the Registrar shall enter the pow name on the register in the place of the 
format name, and shall issue a fresh certificate of incorporation with the poocssary 
alterations embodied therein ; and the change of name shall be complete and effective 
only on the issue of such a certificate . 


(0) The Registrar shall ako make the necessary alteration in the memorandum of 
asociation of the company. 
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(7 ) The change of name shall not affect any rights or obligations of the company , or 
render defective any legal proceedings by or against it ; and any legal proccodings which 
inight have been continued or commenced by or against the company by its former 
natric may be continued by or against thc company by its new name. 


Explanation . For the purposes of this section , a name of a company 


(a ) which is identical with , or too nearly resembles, the name by which a 
company in existence has been previously registered ; or is registered ; or 


(b ) is registered with a name which is not in accordance with the guidelincs issued 
by the Central Government from time to time, 


shall be decmed to be undesirable . 


13 . ( I) Where it is proved to the satisfaction of the Central Government that an Power to 
association 

register 

Associations 
(a ) is about to be fomed as a limited company for promoting commcroc , art, having 
science, religion , charity or any other useful object not confined to one State ; and charitablo 

objocts as 
(b ) intends to apply its profils , if any , or other income in promoting its objects, limited 
and to prohibit the payment of any dividend to its members, 

companies , 


the Central Govertiment may , by liccticc , dircct that thc Association may be registered 
as a company with limited liability , without the addition to its name of the word 
" Limited " or the words " Private Limited " . 


(2 ) The association may thereupon be registered accordingly ; and on registration shall 
enjoy all the privileges , and (subject to the provisions of this section ) be subject to all 
the obligations , of limited companies. 


(3) Where it is proved to the satisfaction of the Central Government-- 


(a ) that the objects of a company registered under this Act as a limited company 
att testricted to those specified in clause (a ) of sub - section (1 ); and 


(b ) that by its constitution the company is required to apply its profits , if any, or 
other income in promoting its objects and is prohibited from paying any dividend to 
its members , 


the Central Government may , by licence , authorise the company by a special resolution 
to change its name, including or consisting of the omlesion of the word "Limited " or 
the words " Private Limited " ; and sub -section (1 ) of section 12 shall apply to a change 
of name under this sub - section as it applies to a change of name under sub -section ( 4) 
of section 12 . 


(4 ) A firm may be a member of any association or company licensed under this 
section, but on the dissolution of the firm , its membership of the Association or 
company shall cease . 


(5) A licence may be granted by the Central Government under this section on such 
conditions and subject to such tegulations as it thinks fit, and those conditions and 
regulations shall be binding on the body to which the licence is granted , and where the 
grant is under sub- section (1 ), shall , if the Contral Govornment so directs , be inscrtod 
in the meinorandum , or in the articles, or partly in the one and partly in the other . 
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(0) The Central Government may, by general or special onder and to the extent 
specified in such order, exompt, the bodies to which a licence is granted under this 
section , from such of the provisions of this Act as may be specified therein , 


( Thc licence may at any time be tovokod by the Central Government, and upon 
revocation , the Registrat shall cnter the word " Limited " or the words " Private Limitcd " 
at the end of the name upon the register of the body to which it was granted ; and the 
body shall case to enjoy thc cxcmption granted by this section : 


Provided that, before a licence is so revoked , the Central Government shall givo 
notice in writing of its intention to the body, and shall afford it an opportunity of being 
hcard in oppositon to the revocation . 


( 8) (a ) A body in respect of which a licence under this secticn is in force shall not 
alter the provisions of its memorandum with respect to its objects except with the 
previous approval of the Central Government signified in writing; 


(6 ) The Central Government may revoke the licence of such a body if it contravencs 
the provisions of clause (a ); 


(c ) In according the approval referred to in clause (a ), the Central Government may 
vary thc liccnce by making It subject to such conditions and regulations as that 
Government thinks fit , in lieu of, or in addition to the conditions and regulations, if 
any , to which the licence was formerly subject; 


(d ) Where the alteration proposed in the provisions of the memorandum of a body 
under this sub -section is with respect to the objects of the body so far as may be 
required to onable it to do any of the things specified in clauscs (a ) to (s ) of sub 
section (1 ) of section 10 , the provisions of this sub - section shall be in addition to , and 
not in derogation of, the provisions of that section . 


( 9) Upon the revocation of a licence granted under this section to a body the namo 
of which contains the words " Chamber of Commerce " , that body shall , within a period 
of three months from the date of rcvocation or such longer period as the Central 
Government may think fit to allow , change its name to a name which does not contain 
those words and 


(a ) the notice to be given under the proviso to sub -section ( 7) to that body shall 
include a statement of the effect of the foregoing provisions of this sub - section ; and 


(b ) sub -section (5) of section 12 shall apply to a change of dame under this sub 
section as it applies to a change of name under sub - section (4 ) of that section . 


( 10 ) If the body makes a default in complying with the requirements of sub - section 
( 9 ), it shall be punishable with fine which may extend to five hundred rupeas for every 
day during which the default continues. 
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Articles of association 


14 . (1) There shall, in tho case of every company, be registered with the Articles 
mcmorandum and articles of association signed by the subscribers of the mocnotandum , prescribing 
prescribing regulations for the company . 

regulation 

to be 
(2 ) In the case of an unlimited company, the articles shall statc thc number of registotod 
members with which the company is to be registered and , if the company has a share with 
capital , the amount of shatc capital with which the company is to be rogistered . 

memoran 

dum 
(3) In the case of a company limited by guarantec, the articles shall state the number in case of 
of members with which the company is to be registered . 

all 

companias. 
(4) In the case of a private company having a share capital, the articles shall contain 
provisions relating to the matters specified in sub -clauses (a ), (b ), (c) and ( d ) of clausc 
( iii ) of sub -section ( 1) of section 3; and in the case of any other private company, tho 
articles shall contain provisions relating to the matters spocified in the said sub clausos 
(b ), (c ) and (d ). 


( 5) Articles shall 


(a ) be printed , eithet electronically or otherwisc ; 


(6 ) be divided into paragraphs putnbered consccutively ; 


(c ) state the name of cach subscriber , his address, description and occupation , if 
any, who shall sign in the presence of at lcast onc witness who shall attest the 
signature; and 


(d ) include the name of cach such witness , his address, description and occupation , 
if any . 


15 . (1 ) Subjoct to the provisions of this Act and to the conditions contained in its 
memorandum , a company may, by a spocial resolution , altor its articles: 


Altatation 
of articles 
by special 
resolution . 


Provided that no alteration made in the articles under this sub -section which has the 
effect of converting a public company into a private company , shall have effect unless 
such alteration has boch approved by the Registrar. 


(2) Any alteration so made shakl, subject to the provisions of this Act, bo os valid as 
If originally contained in the articles and be subject in like manner to alteration by a 
special resolution . 


(3) Where any alteration such as is referred to in the proviso to sub -soction (1 ) bas 
boca approved by the Registrar, a printed copy of the articles as altered shall be filed 
by the company with the Registrar within one month of the date of his approval. 


Change of registration of companies 


16. ( 1) Subject to the provisions of this section , 


(a ) a company registered as an unlimited company may registor umdor this Act as 
a limited company; and 


Registration 
of unlimited 
company as 
limited , etc . 


(b ) a company already registered as a limited company may re- register under this 
Act as an unlimited company, 
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( 2) On registration in pursuance of this scction , the Registrar shall close the former 
registration of the company , and may dispense with the delivery to him of copies of any 
documents with copies of which he was furnished on the occassion of the original 
registration of the company; but, save as aforesaid , thc registration shall take place in 
the same mamer and shall have effect , as if it were the first registration of the 
company under this Act. 


(3) The registration of an unlimited company as a limited company or registrution of 
a limited company as an unlimited company , under this section shall not affect any 
debts , liabilities , obligations or contracts incurred or entered into , by , to , with or on 
behalf of, the company before such registration , and those debts , liabilitics , obligations 
and contracts may be enforced in the manner provided in Part IX in the case of a 
company registered under that Part. 


General provisions with respect to memorandum and articles 


Registration 
of memo 
tandum and 
articles. 


17. ( 1) There shall be presented for registration , to the Registrar exercising 
jurisdiction over the area in which the registered office of the company is stated by the 
memorandurn to be situate 


(a ) the memorandum of the company ; 


(b ) its articles; and 


( c) the agreement, if any, which the company proposes to cnter into with any 
individual for appointment as its managing or whole - timc director or manager. 


(2 ) A declaration by an advocate of the Supreme Court or of a High Court or a 
secretary or a chartered accountant in wholo -time practice , in India who is engaged in 
the formation of a company that all the requirements of this Act and the rules 
thereunder bave been complicd with in respect of tegistration and matters precedont of 
incidental thereto , shall be filed with the Registrar; and the Registrar may acccpt such 
a declaration as sufficient evidence of such compliance. 


( 3) If the Registrar is satisfied that all the requirements aforesaid have been complied 
with by the company and that it is authorised to be registered under this Act, he shall 
retain and register the memorandum , the articles and the agreement referred to in clause 
(c) of sub -section (1), if any . 


( 4) On the registration of the memorandum of a company, the Registrar shall certify 
under his hand that the company is incorporated and , in the case of a limited company, 
that the company is limited. 


( 5) A certificate of incorporation given by the Registrar in respect of any association 
shall be conclusive cvidence that all the requirements of this Act have bech complied 
with in respect of registration and matters precedent and incidental thereto , and that the 
Association is a company authorised to be registered and duly registered under this Act. 


(0) From the date of incorporation mentioned in the certificate of incorporation , such 
of the subscribers of the memorandum and other persons, as may from time to time be 
meinbers of the company , shall be a body corporate by the name contained in the 
memorandum , capable forthwith of exercising all the functions of an incorporated 
company, and having perpetual succcasion and a common scal, but with such liability 
on the part of the members to contribute to the assets of the company in the event of 
its being wound up as is mentioned in this Act. 
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( 7) Subject to the provisions of this Act , the memorandum and articles shall, when 
registered , bind the company and the members thereof to the same extent as if they 
respectively had been signed by the company and by each member , and contained 
covenants on its and his part to observe all the provisions of the memorandum and of 
the articles. 


( 8 ) All monies payable by any member to the company under the memorandutn or 
articles shall be a debt due from him to the company . 


18 . ( 1) In the case of a company limited by guarantee and not having a share capital, 
every provision in the memorandum or articles or in any resolution of the company 
purporting to give any person a right to participate in the divisiblc profits of the 
company othcrwise than as a member shall be vold . 


Provision 
as to 
companics 
limited by 
guarantcc . 


( 2 ) For the purpose of the provisions of this Act relating to the memorandum of a 
company limited by guarantee and of this section , every provision in the memorandum 
or articles , or in any resolution , of any company limited by guarantee purporting to 
divide the undertaking of the company into shares or interests , shall be treated as a 
provision for a share capital, notwithstanding that the nominal amount or number of the 
shares or interests is not specified thereby. 


19 . ( 1 ) Notwithstanding anything contained in the memorandum or articles of a Effect of 
company , no member of the company shall be bound by an alteration made in the alteration 
memorandum of articles after the date on which he became a member, if and so far as in memo 
the alteration requircs him to takс or subscribe for more shares than the number held by randum or 
him at the date on which the alteration is made , or in any way increases his liability as articles 
at that date , to contribute to the share capital of, or otherwise to pay money to , the and copies 
company: 

to be given 

to members 
Provided that this sub- section shall not apply 

of the 

altered 
( a ) in any case where the member agrees in writing either before or after a memoran 
particular alteration is made, to be bound by the alteration ; or 

dum and 

articles , 
(b ) in any case where the company is a club or the company is any other 

etc . 
Association and the alteration requires the member to pay recurring or periodical 
subscriptions or charges at a higher ratc although he docs not agree in writing to be 
bound by the alteration . 


(2 ) A company shall , on being so required by a member, send to him within seven 
days of the requirement and subject to the payment of such focs , as may be prescribed, 
a copy cach of the following documents as in force for the time being 


(u ) the memorandum ; 


(b ) the articles ; and 


(c ) every other agreement and every resolution referred to in section 147, if and 
in so far as they have not been embodied in the memorandum or articles . 


(3 ) If a company makes a default in complying with the requirements of sub -section 
( 2 ), the company, and every officer of the company who is in a default , shall be 
punishable , for cach offence , with fine which may extend to one thousand ruptcs . 


( 4 ) Where an alteration is made in the memorandum or articles of a company, or in 
any agreement, or any resolution , referred to in section 147, cvcry copy of the 
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memorandum , articles, agreement or resolution issued after the date of the alteration 
shall be in accordance with the alteration . 


(5) If , at any time, the company issuçs any copies of the memorandum , articles, 
resolution or agreement, which are not in accordance with the alteration or altcrations 
made therein before that time, the company , and overy officer of the company who is 
in a default , shall be punishable with fine which may extend to ono hundred rupees for 
cach copy so issued . 


Membership of company 


Membership 
of holding 
company . 


20 . (1 ) Except in the cascs mentioned in this soction , a body corporate camot be a 
member of a company which is its holding company and any allotmont or transfer of 
shares in a company to its subsidiary shall be void . 


( 2) Nothing in this scction shall apply 


(a ) where the subsidiary is concerned as the legal reprosentative of a doceased 
member of the holding company; or 


(b ) where the subsidiary is concerned as a trustee , unless the holding company or 
a subsidiary thereof is beneficially interested under the trust and is not so interested 
only by way of security for the purposes of a transaction entered into by it in the 
ordinary course of a business which includes the lending of money, 


(3 ) This section shall aot prevent a subsidiary from continuing to be a moinber of its 
bolding company if it was a member thercof before becoming a subsidiary of the 
holding company , but except in the cases referred to in sub -section ( 2 ) , the subsidiary 
shall have no right to vote at meetings of the holding company or of any class of 
members thereof. 


(4 ) Whcto a subsidiary company continues to be a member of a holding company 
under sub -section (3 ), nothing in this section shall prejudice its rights to be allotted 
bonus shares of such holding company . 


( 5) Subject to sub - section (2 ), sub - sections (1 ) and ( 3) shall apply in relation to a 
nomince for a body corporate which is a subsidiary , as if references in the said sub 
scctions (1) and (3 ) to such a body corporate included references to a nomitee for it. 


(0 ) In relation to a holding company which is either a company limited by guarantec 
or an unlimited company , the reference in this section to shares shall, wbether or not 
the company has a shart capital, be construed as including a reference to the interest of 
its members as such , whatever the form of that interest. 


Reduction of number of members below legal minimum 


21. If at company, below our sites for mereant 


Members 
scverally 
Hable for 
debts in 
ccrtain 
casos . 


21. If at any time the number of members of a company is reduced , in the case of 
a public company , below seven , or in the case of a private company , below two , and 
the company carries on business for more than six months while the number is so 
roduced , every person who is a member of the company during the time that it so 
carries on business after those six months and is cognizant of the fact that it is carrying 
on business with less than seven members or two members , as the case may be , shall 
be soverally liable for the payment of the whole of the dchts of the company contracted 
during that period, and may be severally sued therefor. 
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Contracts and deeds, investments, seal, etc . 


22 . (1) Contracts which , if made between private persons, are by law required to be 
in writing signed by the partics to be charged therewith , would be valid although made 
verbally and not reduced into writing, may be made in writing signed or, as the CABC 
may be, verbally , on behalf of the company by any person acting under its authority , 
cxpress or implied , and may, in the same manner, be varied or discharged . 


Contracts 
to be 
cxocuted by 
company , 


(2 ) A contract made according to sub - section (1) shall bind the company . 


( 3) A bill of exchange, hundi or promissory note shall he docted to have been made, 
accepted , or endorsed on behalf of a company if made , accepted , drawn or cadorsed in 
the name of, or on behalf of on account of, the company by any person acting under 
its authority , express or implied . 


( 4 ) A company may , by writing under its common scal, empower any person , eithet 
generally or in respect of any specified matters , as its attorney , to execute any document 
on its behalf in any place cither in or outside India . 


( 5) A document signed by such an attorncy on behalf of the company and under his 
scal where scaling is required , shall bind the company and have the same effect as if 
it were under its common scal. 


23 . ( 1) Save as otherwise provided in sub - sections (2 ) to ( 5 ) or any other law for the 
time being in force and subject to the provisions of sub -sections (0 ) to ( 8 ), all 
investments made by a company on its own behalf shall be made and held by it in its 
own namc. 


of sub -sectiory other law for the 


y on its own behalen 


Investinants 
of cotnpany 
to be held 
in its own 
name. 


( 2) Where the company has a right to appoint any person or persons , or where any 
nominet of nominccs of the company has or have been appointed , as a director or 
directors of any other body corporate , shares in such other body corporate to an amount 
not excooding the nominal value of the qualification shares which are required to be 
held by a director thereof, may be registered or held by such company jointly in its 
name and of cach such person or nominee , or in the name of each such person or 
nominoc . 


( 3) A company may hold any shares in its subsidiary in the name of names of its 
nominee or nominees of the company, if and in so far as it is necessary so to do , to 
cnsure that the number of members of the subsidiary is not reduced , where it is a 
public company , below seven , and where it is a private company , below two . 


(4) Sub -section (1) shall not apply to investments made by a company whose 
principal businoss consists of buying and selling of securities. 


( 5) Nothing in this section shall be deemed to prevent a company 


(a ) from depositing with a bank , being the hankets of the company , any securities 
for the collection of any dividend or interest payable thereon ; or 


(b ) from depositing with , or transferring to , or holding in the name of, a scheduled 
bank, being the bankers of the company , securitics , in order to facilitate the transfer 
thereof: 


Provided that if within a period of six months from the date on which the 
securities are transferred by the company to , or are first held by the company in the 
name of a scheduled bank as aforesaid , no transfer of such securitics takes place , the 
company shall , as soon as practicable after the expiry of that period , have the 
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securities retransferred to it from the scheduled bank and hold the securities in its 
own name; 


( c ) from depositing with , or transferring to , any person any securities, by way of 
security for the repayment of any loan advanced to the company or the performancc 
of any obligation undertaken by it; or 


(d ) from holding investments in the name of a depository when such investments 
are in the form of securities held by the company as a beneficial owner . 


(0 ) The certificate or letter of allotment relating to the sccurities in which investments 
have been made by a company shall, except in the cases referred to in sub -sections (4 ) 
and (5), be in the custody of such company or a scheduled bank , being the bankets of 
the company . 


( 7) Whero , in putsuance of sub - section ( 2 ), (3 ), ( 4 ) or (5 ) , any securities in which 
investments have been made by a company are not held by it in its own name, the 
company shall forthwith cntcr in a register maintained by it for the purpose 


(a ) the nature, value, and such other particulars as may be necessary fully to 
identify the shares or securities in question ; and 


(b ) the bank or person in whose name or custody the shares or securities are hold. 


( 8) The register kept under sub - section ( 7) shall be open to the inspection of any 
member or debenture holder of the company without charge, during business hours , 
subject to such reasonable restrictions as the company may , by its articles or in a 
general meeting, impose , so that not less than two hours in cach day are allowed for 
inspection . 


(9 ) If a default is made in complying with any of its requirements of sub -sections (1 ) 
to (8 ), the company , and every officer of the company who is in a default, shall be 
punishable with fine which may extend to filty thousand rupocs . 


( 10 ) If any inspection required under sub-section (8 ) is refused , the Tribunal may , 
without prejudice to the provisions of sub -section ( ). by order , direct an immediato 
inspection of the register. 


Power of 
company to 
have 
official 
seal for 
use outside 
India , 


24 . (1 ) A company whose objects require or comprise the transaction of business 
outside India may , if authorised by its articles , have for use in any territory , district or 
place not situate in India , an official scal which shall be a facsimile of the common seal 
of the company, with the addition on its face of the name of the territory , district or 
place where it is to be used . 


(2) A company having an official scal for use in any such torritory , district or place 
may , by writing under its common scal , authorise any person appointed for the purpose 
in that territory , district or place to affix the official seal to any deed or other document 
to which the company is a party in that territory , district or place . 


( 3 ) The authority of any agent authorised under sub - section ( 2) shall , as between the 
company and any person dealing with the agent, continuc during the period , if any, 
mentioned in the instrument conferring the authority , or if no period is there mentioned , 
until notice of the revocation or determination of the agent s authority has been given 
to the person dealing with him . 
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( 4) The person affixing any such official scal shall, by writing under his hand , ccrtify 
on the deed or other document to which the scal is affixed , the date on which and the 
place at which , it is affixed. 


( 5) A deed or other document to which an official seal is duly affixed shall bind the 
company as if it had been scaled with the common scal of the company . 


Service of documents 


25 . ( 1) A document may be served on a company or an officer thereof by sending Service of 
it to the company or officer at the registered office of the company by post under a documents. 
certificate of posting or by registered post, or by such other means as may be 
prescribed or by leaving it at its registered office : 


Provided that where the securities are held in a depository , the records of the 
bencficial ownership may be served by such depository on the company thy means of 
electronic mode or by delivery of floppics or discs . 


( 2) A document may be served on a Registrar by sending it to him at his office in 
the manner provided in sub -section (1 ). 


26 . ( 1) A document may be served by a company on any member or a holder of any Service of 
other security thereof cither personally , or by sending it in the manner provided in sub documents 
section ( 1 ) of section 25 to his registered address , or if he has no registered address in on members 
India , to the address , if any, within India supplicd by hiin to the company for the by 
giving of notices to him or by advertising it in a newspaper circulating in the company . 
neighbourhood of the registered office of the company , 


(2) Where a document is sent by post , 


( a ) service thereof shall be deemed to be effected by properly addressing, 
prepaying and posting a letter containing the document, provided that where a 
member or a holder of any security has intimated to the company in advance that 
documents should be sent to him under certificate of posting or by fegistered post 
with or without acknowledgement due and has deposited with the company a sum 
sufficient to defray the cxpenses of doing so , service of the document shall not be 
decmed to be effected unless it is sent in the manner intimated by the member, and 


( b ) such service shall be deemed to have been cffccted , - 


(1) is the casc of a notice of a meeting, at the expiration of forty - cight hours 
after the letter containing the same is posted ; and 


(ii) in any other case , at the time at which the letter could be delivered in the 
ordinary course of post. 


( 3 ) A document advertised under sub - section (1) shall be deemed to be duly served 
on the day on which the advertisement appcats, on every member or holder of any 
security of the company who has no registered address in India and has not supplied to 
thc company an address within India for the giving of notices to him . 


(4 ) A document may be served by the company on the joint- holdets of a security by 
serving it on the joint-holder named first in the register in respect of the security . 


( 5) A document may be served by the company on the persons ontitled to a security 
in consequence of the death or insolvency of a member by sending it through the post 
in a prepaid letter addressed to them by namo, or by the title of representatives of the 
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deccased , or assignocs of the insolvent, or by any like description , at the address, if 
any , in India supplied for the purpose by the persons claiming to be so cntitled, or until 
such an address bas boch so supplied , by serving the docuncnt in any manner in which 
It might have both served if the death or Insolvency had not occurred . 


Authentication of documents and proceedings 


Authenti 
cation of 
documents 
and proocc - 
dings. 


27. Save as otherwise cxpressly provided in this Act, a document or proceeding 
roquiring authentication by a company may be signed by a director, the manager, the 
secretary or other authorised officer of the company, and need not be under its common 
seal. 


PART II 


COMPANIBS INCORPORATED OUTSIDE INDIA 


Provisions as to establishment of place of business in India 


Definitions , 


28 . In this part, unless the context otherwise requires, 


(a ) " certified " means certified in the prescribed manner to be a truc copy or a 
correct translation ; 


(b ) " director " in relation to a company, includes any person in accordance with 
whose directions or instructions the Board of directors of the company is accustomed 
to act; 


(c ) " place of business" includes a share transfer or share registration office ; 


( 0 ) " prospectus" has the same mcaning if it is used in relation to a company 
incorporated under this Act; 


(e ) " secretary " includes any person occupying the position of secretary , by 
whatever namc called ; 


) " Indian Depository Receipt" mcans a roccipt, evidencing and underlying forcign 
security , issued in India by a foreign company which has entered into an agreement 
with the issuer and depository, custodian and depository or underwriters and 
depository , in accordance with the terms of prospectus of letter of offer, as may be 
prescribed . 


29 . ( 1) The provisions contained in the Chapter shall apply to all foreign companies, 
that is to say, companies falling under the following two classes , tamnoly : 


Application 
of sections 
28 to 46 to 
foreign 
companies . 


(a ) companics incorporated outside India which have , before the commencetont 
of this Act, cstablished a place of business within India and continue to have an 
cstablished place of business within India at the commencement of this Act ; and 


(b) companies incorporated outside India which , after the commencement of this 
Act, cstablish a place of business within India . 


( 2) Notwithstanding anything contained in sub -section (1), where not less than fifty 
per cent. of the paid -up share capital (whether equity or preference of partly equity and 
partly preference ) of a company incorporated outside India and having an established 
place of business in India , is held by one or more citizens of India of by one or more 
bodics corporate incorporated in India or by one or more citizens of India and onc or 
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more bodies corporate incorporated in India , whether singly or in the aggregate , such 
company shall comply with such of the provisions of this Act as may be prescribed 
with regard to the business carried on by it in India , as if it were a company 
incorporated in India . 


30 (1 ) Foreign companies which , after the commencement of this Act, establish a Documents , 
place of business within India shall , within thirty days of such cstablishment, deliver to etc ., to be 
the Registrar for registration -- 

delivered 

to Registrat 
(a ) a certified copy of the chartor or statutcs, or mchaomanchen and articles , of the by foreign 
company or other instrument constituting or defining the cowtitution of the company ; companics 
and , if the instruirent is not in thc English language , a certified translation thereof; carrying an 

business in 
( b ) the full address of the registered or principal office of the company ; 

India . 


(c ) a list of the directors and secretary of the company , Contahing the particulars 
montioned in sub -soction (2 ); 


(d ) the naine and address, or the names and additascs of one or more persons, 
coldent in India , authorised to accept on behalf of the company stylot of proces 
and any notices or other documents required to be served on the company; and 


(e ) the full address of the office of the company in India which is to be dechod 
in principal place of busincas in India . 


( 2) The list refonted to in clause (c ) of sub - section ( 1) shall contain the following 
partialars , that is to say , 


(a ) with respect to cach director 


(i) in the case of an individual, his present name and sarnork in full, may 
formor name or names and sumame or sumamos in full , his uaual residential 
achetroos, his nationality, and if that nationality is not the nationality of origin , bis 
nationality of origin , wad lubos business or occupation , if any , or if he has no 
buslaces or occupation but holds any other directorship or directorships , particulars 
of that directorship or of some onc of those directorships; and 


(i ) in the case of a body corporate , its corporate name and registered or 
principal office ; and the full name, address, nationality , and nationality of origin , 

different from that mationality , of cach of its directors; 


( ) with rcopoet to the secretary, or where there are joint secretaries with respect 
Lo cach of them 


(1) A the case of an individual, his present name and surname, any former 
more or names and surname or surnames , and his usual residential address; and 


(ii) in the casc of a body corporate , its corporate name and registered or 
principal office: 


Provided that, where all the partners in a fim are joint socretaries of the 
company , the name and principal office of the firm may be stated instead of the 
particulars mentioned in clause (b ) of this sub-section . 
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(3) Clauses (2) and (3) of the Explanation to sub -section (1) of section 238 shall 
apply for the purpose of the construction of references in sub -section ( 2 ) to present and 
former names and surtumes as they apply for the purposes of the construction of such 
references in sub - section ( 1) of section 238 . 


( 4) Foreign companies, other than those mentioned in sub -section (1), shall, if they 
had not delivered to the Registrar before the commencement of this Act the documents 
and particulars specified in sub -section ( 1) of section 592 of the Companies Act, 1956 , 
continue to be subject to the obligation to deliver those documents and particulars in 
accordance with that Act. 


1 of 1956 . 


31. If any alteration is made or occurs in 


Return to 
be delivcred 
to Registrar 
by forcign 
company 
where 
docunchts, 
ctc ., altered. 


( a ) the charter, statutes , or memorandum and articles of a foreign anpany or 
other instrument constituting or defining the constitution of a foreign company ; or 


(b ) the registered or principal office of a forcign company; or 


(c ) the directors or secretary of a forcign company ; or 


( d) the name or address of any of the persons authorised to accept service on 
behalf of a foreign company ; or 


(e) the principal place of business of the company in India , 


the company shall , within the prescribed time, deliver to the Registrar for registration a 
return containing the prescribed particulars of the alteration . 


32. (1) Every foreign company shall, in respect of every calendar year , 


Accounts of 
foreign 
company . 


(a ) make out a balance sheet and profit and loss account in such form , containing 
such particulars and including or having amoxed or attached thereto such documents 
(including, in particular, documents relating to every subsidiary of the foreign 
company ) as under the provisions of this Act it would , if it had been a company 
within the meaning of this Act, have been required to make out and lay before the 
company in a general meeting ; and 


(b ) deliver three copies of those documents to the Registrar: 


Provided that the Central Government may , by notification , direct that, in the case 
of any foreign companies , or class of foreign company the requirements of clause ( a ) 
shall not apply , or shall apply , subject to such exceptions and modifications as may 
be specified in the notification . 


(2 ) If any such document as is mentioned in sub- section ( 1 ) is not in the English 
language , there shall be annexed to it a certified translation thereof. 


(3 ) Every foreign company shall send to the Registrar with the documents required 
to be delivered to him under sub -section ( 1) , three copies of a list in the prescribed 
form of all places of business established by the company in India as at the date with 
reference to which the balance sheet referred to in sub -section ( 1) is made out. 


Sec. 2) 


THE GAZETTE OF INDIA EXTRAORDINARY 


-Wuuu 


33 . Every foreign company shall 

Obligation 

to state 
( a ) in cvcry prospectus inviting subscriptions in India for its shares of debenturts , namc of 
state the country in which the company is incorporated ; 

foreign 

company , 
(b ) conspicuously exhibit on the outside of every office or place where it carries whether 
on business in India , the name of the company and the country in which it is limited , and 
incorporated , in letters casily legible in English characters, and also in the characters country 
of the language or one of the languages in gcncral use in the locality in which the where in 
office or place is situate ; 

corporated . 


(c ) cause the name of the company and of the country in which the company is 
incorporated , to be stated in legible English characters in all business letters , bill 
heads and letter paper, and in all notices, and other official publications of the 
company ; and 


(d) if the liability of the members of the company 
fact , 


limited , cause notice of that 


(i) to be stated in every such prospectus as aforesaid and in all busincas letters , 
bill- heads, letter paper, notices, advertisements and other official publications of 
the company , in legible English characters ; and 


(ii) to be conspicuously exhibited on the outside of every office or place where 
it carries on business in India , in legible English characters and also in legiblo 
characters of the languages or one of the language in general use in the locality 
in which the office or place is situate . 


34 . Any process , notice , or other docuinent required to be served on a foreign 
company shall be dected to be sufficiently served , if addressed to any person who has 
bech authorised to accept servicc on behalf of the foreign companics and whose name 
has been delivered to the Registrar under the foregoing provisions of this part and left 
al , or sent by post to , the address which has been so dellvered : 


Service on 
a foreign 
company . 


Provided that , 


(a ) where any such company makes a default in delivering to the Registrar the 
name and address of a person resident in India who is authorised to accept on behalf 
of the company service of process ; notices or other documents ; or 


(b ) if at any time all the persons whose names and addresses have beon so 
delivered are dead or have ceased so to reside, or refuse to accept service on behalf 
of the company or for any reason , cannot be served , 


a document may be served on the company by leaving it at, or sending it by post to , 
any place of business established by the company in India . 


35 . (1) Any document which any foreign company is required to deliver to the Office 
Registrar shall be delivered to the Registrar having jurisdiction over New Delhi, and where 
references to the Registrar in this Part except in sub - section (2 ) shall be construcd documents 
accordingly . 

to be 

delivered 
(2 ) Any such document as is referred to in sub -section (1 ) shall also be delivered to 
the Registrar of the State in which the principal place of business of the company in 
India is situate . 
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( 3) If any foreign company ccascs to have a place of business in India , it shall 
forthwith give notice of the fact to the Registrat, and as from the date on which notice 
is so given , the obligation of the company to deliver any document to the Registrar 
shall cake , provided it has no other place of business in India . 


Panalties . 


36 . If any foreign company fails to comply with any of the forogoing provisions of 
this Part , the company , and every officor or agent of the company who is in a dofault, 
shall be punishable with fine which may extend to ten thousand ruptos , and in the case 
of a continuing offence , with an additional finc which may extend to one thousand 
rupcos for overy day during which the default continuce . 


Company *s 
failure to 
comply with 
this Part 
not to 
affect its 
liability 
under 
contracts , 
etc . 


37 . Any failure by a foreign company to comply with any of the foregoing provision 
of this Part shall not affect the validity of any contract , dealing or transaction entered 
into by the company or its liability to be sued in respect thcreof; but the company sbal 
hot be ontitled to bring any suit, claim any set-off, make any counter -claim or instituto 
xay legal procecding in respect of any such contract, dealing or transaction , until it has 
complicd with the provisions of this part. 


38. (1) The provisions of sections 113 to 124 shab , so far as may bo, apply to 


Regktration 
of charges , 
appointment 
of reociver 
and books 
of account 


(a) charges on properties in India which we created by a forcign company After 
the 15th day of January , 1937; and . 


(b) charges on property in India which is acqubred by any forcign company white 
the day aforesaid . 


(2 ) The provisions of section 113 shall, so far as may be , apply to a foreign 
company . 


( 3) (a ) The provision of soctiom 163 will apply to a forcign company to the extent 
of requiring it to keep at its principal place of business in India the books of account 
reforred to in that section , with respect to moneys foceived and oxpended , sales and 
purchascs made, and assots and Habilities, in the course of or in relation to its busincu 
in India . 


(b ) the provisions of section 130 shall, subject to such modifikation , or adaptations 
as may be madc therein by the rulas made under this Act, apply to a forcign company 
having an established place of business in India , as they apply to a company 
incorporated in India ; 


(c ) the provisions of soction 163 and section 164 and sections 190 * 202 (both 
Inclusive ) shall, so far as may be , apply only to the Indian bustuces of a foreign 
company having an established place of business in India , as they apply to a company 
incorporated in India . 


(4) In applying the sections referred to in sub-sections (1), (2 ) and (3) to a foreign 
company as aforesaid , references in those sections to the Registrar shall be docmed to 
be references to the Registrar having jurisdiction over New Delhi, and references to the 
registered office of the forcign company shall be deemed to be references to its 
principal place of business in India . 


Sec .2) 


THE GAZETTE OF INDIA EXTRAORDINARY 


39 . There shall be paid to the Registrar for registering any document roquired by the 
fortgoing provisions of this part to be registered by him , such food as may be 
proscribed . 


Foos for 
registration 
of docu 
ments under 
this Part 


Prospectus 


40. (1) No person shall issue, circulate or distribute in India any prospectus offorming Dating of 
for subscription socurities of a company incorporated or to be incorporated outside India , prospectus 
whether the company has or has not cstablished, or when formed will or will not and parti 
establish , a place of business in India , unless the prospectus is dated ; and 

culats to be 

contamod 
(a ) contains particulars with respect to the following matters , namely : 

thorein . 


(1) the instrument constituting or defining the constitution of the company ; 


( ii) the enactments or provisions having the force of enactments , by or under 
which the incorporation of the company was effected ; 


( iii) an address in India where the said instrumont, cnactments or provision , or 
coples thercof, and if the same are not in English , a translation thereof certified 
in the prescribed manner, can be inspected ; 


(iv ) the date on which and the country in which the company was incorporated ; 


(v ) whcthcr the company has issued , or intends to issue , Indian Depository 
Reccipts and if so , particulars thereof ; 


(vi) whether the company has established a place of business in India , and , if 
80 , the address of its principal office in India; and 


(b ) states such matters , sets out such reports which shall bave effoct subject to 
such provision , as may be prescribed under sub - section ( 2 ) of section 48 : 


Provided that sub -clauses (i), (ii ) and (iii) of clauso (a) shall not apply in the caso 
of a prospectus issued more than two years after the date at which the company is 
entitled to commence business . 


( 2) Any condition requiring or binding an applicant for socurities to walve compliance 
with any requirement imposed by virtue of clause ( a ) or (b ) of sub -soction ( 1 ), or 
purporting to affect him with notice of any contract, documents or matter not 
specifically referred to in the prospectus, shall be void . 


(3) No person shall issue to any person in India a form of application for securities 
of a company or intended company ag is mentioned in sub - section (1 ), unless the form 
is issued with a prospectus which complies with thc provisions of this part and the 
issue whercof in India docs not contravene the provisions of section 41 : 


Provided that this sub - section shall not apply if it is shown that the form of 
application was issued in comcction with a bona fide invitation to a person to enter into 
an underwriting agreement with respect to the securitios. 


(4) In the cvcnt of non -compliance with or contravention of any of the requirements 
imposed by clauses ( a ) and (b ) of sub -section (1 ), a director of other person responsible 
for the prospectus shall not incur any liability by reason of the non -compliance or 
contravention , if 
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(a ) As regards any matter not disclosed , he proves that he had no knowledge 
thereof; or 


(b ) he proves that the non -compliance of contravention arose from an honest 
mistake of fact on his part ; or 


(c ) the non - compliance or contravention was in respect of matters which , in the 
opinion of the Tribunal dealing with the case were immatcrial, or was otherwise such 
as ought that in the opinion of Tribunal, having regard to all the circumstances of the 
case , reasonably to be excused : 


Provided that in the event of failure to include in a prospectus a statement with 
respect to matters relating to the accounts of the company, as may be prescribed , no 
director or other person shall incur any liability in respect of the failurt , unless it is 
proved that he had knowledge of the matters not disclosed . 


(5) This section 


( a ) shall not apply to the issuc to existing members or debcnture holders of a 
company of a prospectus or form of application relating to shares in or debcntures or 
Indian Depository Reocipts of the company , whether to the persons to whom a 
prospectus or application form is issued will , or will not have the right to renounct 
in favour of other persons , and 


(b ) cxcept in so far as it requires a prospectus to be dated , shall not apply to the 
issue of a prospectus relating to shares or debentures or Indian Depository Receipts 
which are or are to be in all respects uniform with shares or debentures or Indian 
Depository Receipts previously issued and for the time being dealt in or quoted on 
a recognised stock exchange , 


but, subject as aforesaid , this section shall apply to a prospectus or form of application 
whether issued on or with reference to the formation of a company or subsequently . 


(0 ) Nothing in this section shall limit or diminish any liability which any person may 
incut under the general law or under this Act apart from this section . 


Provisions 
as to 
expert s 
consent and 
allotment. 


41. (1) No person shall issue, circulate or distribute in India any prospectus offering 
for subscription shares in or debcntures or Indian Depository Receipts of a company 
incorporated or to be incorporated outside India , whether the company has or has not 
established, or when formed will or will not establish , a place of business in India 


( a ) if, where the prospectus includes a statement purporting to be made by an 
expert, he has not given , or has before delivery of the prospectus for registration 
withdrawn, his written consent to the issue of the prospectus with the statement 
included in the form and context in which it is included , or there docs not appear in 
the prospectus a statement that he has given and has not withdrawn his conscnt as 
aforesaid ; or 


(b ) if the prospectus docs not have the effect, where an application is made in 
pursuance theroof, of rendering all persons concerned bound by the provisions (other 
than penal provisions) of sections 64 and 65, so far as applicable. 


( 2) In this section , the cxpression " expert " includes an engineer, a valuer, an 
accountant, merchant banker and any other person whose profession gives authority to 
a statement made by him ; and for the purposes of this scction a statement shall be 
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deemed to be included in a prospectus if it is contained in any report or momorandum 
appearing on the fact thereof or by reference incorporated therein or issued therewith . 


42. (1 ) No person shall issue, circulate or distribute in India any prospectus offering 
for subscription shares in of debenturcs or Indian Depository Rocolpts of a company 
incorporated or to be incorporated outside India , whether the company has or has not 
established , or when formed will or will not cstablish , a place of business in India , 
unless before the issuc , circulation or distribution of the prospectus in India , a copy 
thereof certified by thc chairman and two other directors of the company as having 
beon approved by a resolution of the managing body has been delivered for registration 
to the Securities and Exchange Board and the Registrat and the prospectus states on the 
face of it that a copy has been so delivered , and there is ondorsed on or attached to the 
copy 


Rogistration 
of prospec 
tus relating 
to forcign 
companies . 


(a ) any consent to the issue of the prospectus required by soction 41; 


(b) a copy of any contract required to be stated in the prospectus or , in the case 
of a contract not reduced into writing, a memorandum giving full particulats thereof; 


and 


(c ) where the persons making any roport have made thetoh , or have, without 
giving the reasons , indicated therein any such adjustments , a written statement signed 
by those persons setting out the adjustments and giving the reasons therefor. 


(2 ) The reference in clause (b ) of sub- section (1 ) to the copy of a contract tequired 
thereby to be endorsed on or attachod to a copy of the prospectus shall, in the case of 
a contract wholly or pantly in a language other than English , be taken as references to 
a copy of a translation of the contract in English or a copy embodying a translation in 
English of the parts which are not in English , as the casc may be , being a translation 
certified in the prescribed manner to be a correct translation . 


43 . Notwithstanding anything contained in any other law for the time being in forcc , Offer of 
the Central Government may makc rules applicable for 

Indian 

Depository 
(a ) the offer of Indian Depository Receipts ; 

Receipts. 


(6 ) requirement of disclosures in prospectus or letter of offer issuod in connection 
with Indian Depository Reccipt; 


(c) manner in which the Indian Depository Receipt shall be dealt in a depository , 
mode and by custodian and underwriters ; 


(d ) manner of salc, transfer or transmission of Indian Depository Roceipts, 


by & company incorporated , or to be incorporated outside India , whether the company 
has or has not been established or , will or will not establish any place of business in 
India . 


44 . Any person who is knowingly responsible 


(a) for the issue, circulation or distribution of a prospectus ; or 


Penalty for 
contraven 
tion of 
soctions 
40 , 41 , 42 
and 43 . 


of application for sharcs or debcntures of Indian 


( b ) for the issue of a form 
Depository Receipts , 
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in contravention of any of the provisions of sections 40 , 41, 42 and 43 , shall be 
punishable with imprisonment for a term which may extend to two years , or with fine 
which may extend to fifty thousand rupees , or with both . 


Civil 
liallity 
for mis 
statements 


45. Section 54 shall extend to every prospectus offering for subscription shares in or 
debentures of, or Indian Depository Receipts of, & company incorporated or to be 
incorporated curside India , whether the company has or has not establishod , or when 
formod will or will not cstablish , a place of business in India , with the substitution for 
references in scction 54 to scction 49, of references to section 41. 


tus with 
regard to a 
foreign 
company. 


Interpre 
tation of 
provisions 
As to 
prospectus. 


46. ( 1) Where any document by which any shares in , or debentures of, or Indian 
Depository Receipts of, a company incorporated outside India are offered for sale to the 
public, would , if the company concerned had been a company within the meaning of 
this Act, bave been deemed by virtue of section 56 , to be a prospectus issued by the 
company , that document shall be deemed , for the purposes of this part, to be a 
prospectus issued by the company offering such shares or debentures of Indian 
Depository Receipts for subscription . 


(2 ) An offer of shares or debentures of Indian Depository Receipts for subscription 
or sale to any person whose ordinary business is to buy or sell shares or debentures or 
Indian Depository Reccipts, whether as principal or as an agent, shall not be deemed to 
be an offer to the public for the purposcs of this part . 


( 3 ) In this part, the expressions " shares" or " debentures " have the samne meanings as 
when used in relation to a company incorporated under this Act. 


PART 


PROSPECTUS, ALLOTMENT, LISTING AND OTHER MATTERS RELATING TO 

THE ISSUE OF SECURITIES 


Prospectus 


47. The provisions of this Part, the provisions of sections 94 to 110 and sections 159 
to 164 shall ,-- 


Application 
of this part 
including 
provisions 
of sections 
94 to 110 
and sections 
159 to 164. 


(i) in the case of listed public companies ; 


(ii ) in case of those public companies which purport to be listed , 


he administered by the Securitics and Exchange Board ; and 


(iii) in any other case , be administered by the Central Government. 


Matters and 
reports to 
be set out 


48 . (1) A pmspectus issued by or on behalf of a company, or in relation to an 
intended company, shall be dafruit and that date shall be taken to be the date of 
publication of the prospectus. 


in 


prospectus . 
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(2 ) Every prospectus isgued by or on behalf of a company, or by or on behalf of any 
person who is or has been engaged or interosted in the formation of a company , shall 
state such matters, sct out such teports , and have effect subject to such provisions, as 
may be prescribed . 


(3 ) Where any prospectus is published as a newspaper advertisement, or in any other 
manner , it shall be in the form of an abridged prospectus. 


( 4) A condition requiring or binding an applicant for the securities of a company to 
walye ampliance with any of the requirements of this section , or purporting to affect 
him with notice of any contract, document or mattet frot specifically referred to in the 
prospectus, shall be void . 


(5) No person shall lagu any form of application for securities of a company , wloss 
the form is accompanied by an abridged prospectus : 


Provided that a copy of the prospectus shall , on a request being made by any person 
before the closing of the subscription list, be furnished to him : 


Provided further that this sub-section shall not apply if it is shown that the forto of 
application was issued either 


(a ) in connection with a bona fide invitation to a person to enter into an 
underwriting agreement with respect to the securities ; or 


(6 ) in relation to securities which were not offered to the public . 


(0 ) If any person acts in contravention of the provisions of sub -section (5), bc shall 
be punishablo with fine which may extend to fifty thousand rupocs . 


( 7) A director or other person responsible for the prospoctus shall not incur any 
liability by reason of any non -compliance with , or contravention of, any of the 
requirements of this section , if 


(a ) As regards any matter not disclosed , hc proves that he had no knowledge 
thereof; or 


(b ) hc proves that the non -compliance or contravention arose from an honest 
mistake of fact on his part ; or 


(c ) the non - compliance or contravention was in respect of mattcts which , in the 
opinion of the Court dealing with the caso, were immaterial, or was otherwise such 
as ought, in the opinion of that Court, having regard to all the circumstances of tho 
case, reasonably to be excused : 


Provided that no director or other person shall incur any liability in respect of the 
failure to include in a prospectus a statement with respect to the extent and nature of 
the interest, if any , of every director or promoter of the company and to such other 
matters as may be prescribed , unless it is proved that he had knowledge of the mattets 
not disclosed . 
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(8) This section shall not apply 


(a ) to the issue to the members or the existing holders of securitics of a cotapany 
of a prospectus or form of application relating to securities of the company , whcther 
an applicant for securities will or will not bave the right to renounce the securities in 
favour of other persons ; or 


(6 ) to the issue of a prospectus or form of application relating to securities which 
are , or are to be , in all rospects uniform with securities previously issued and for the 
time being dealt in or quoted on a recognised stock exchange , 


but subject as aforesaid, this section shall apply to a prospectus or a form of 
application , whether issued on or with reference to the formation of a company or 
subsequently . 


(9 ) Nothing in this section shall limit or diminish any liability which any person may 
incur under the general law or under this Act. 


Statement 
of expert to 
be included 
in a pros - 
pectus only 
on certain 
conditions , 


49. ( 1 ) A prospectus inviting persons to subscribe for securities shall not include a 
statement purporting to be made by an expert, unless the cxpert is a person who is not, 
and has not been , cagagod or interested in the formation or promotion , or in the 
management, of the company. 


(2 ) Where a statement purporting to be made by an expert is included in a 
prospectus , it shall specify that 


( a ) he has given his written consent to the issuc theroof and is responsible for all 
thc statements included in the prospectus and has not withdrawn from his 
responsibility before the delivery of a copy of the prospectus for registration ; and 


(b ) he has not withdrawn his consent as aforesaid . 


( 3) If any prospectus is issucd in contravention of this section , the company, and 
every person , who is knowingly a party to the issuc thereof, shall be punishable with 
finc which may extend to fifty thousand rupees . 


(4 ) In this section , the expression " expert" includes an engineer, a valuet , an 
accountant and any other person whose profession gives authority to a stalcment made 
by him . 


en els 


Registration 
of 
prospcctus . 


50 . (1) No prospectus shall be issued by or on behalf of a company or in relation to 
an intended company unless, on or before the date of its publication , there has beca 
delivered for registration to the Registrar, a copy thereof signed by every person who 
is named therein as a director or proposed director of the company or by his agent 
authorised in writing , and having endorsed thereon or attached thereto 


(a ) any consent to the issuc of prospectus and statement of responsibility of an 
export required under section 49 ; 


(b ) in the case of a prospectus issued generally , also such other documents as may 
be prescribed : 
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Provided that where a company issues any foreign or Indian Depository Reocipt, 
circular, information memorandum or prospectus containing 


(1) price of the depository receipt issued or proposed to be issued ; 


( ii ) amount subscribed or expected to be subscribed ; 


( iii) terms and conditions of conversion of deposit receipt into shares ; 


(iv ) other information and particulars of such Indian Depository Receipt, 


shall also be filed along with the prospectus by the company or foreign company 
proposing to issue the Indian Depository Receipt: 


Provided further that the informadon memorandum or the prospectus issued for 
subscription by Indian Depository Receipt shall be governed by the law of the country 
in which the registered office of the company is situated . 


(2) Every prospectus to which sub - section (1) applics shall , on the face of it, - 

(a ) state that a copy has been delivered for registration as required by this section ; 


and 


(6 ) specify any documents required by this section to be endorsed on or attached 
to the copy so delivered , or refer to statements included in the prospectus which 
specify thoso documents. 


(3) The Registrar shall not register a prospectus unless the requirements of scctions 
48 , 49 and sub -sections ( 1 ) and ( 2 ) of this section have been complied with and the 
pmspcctus is accompanied by the conscnt in writing of the person , if any , named 
therein as the auditor, legal adviser, attomey, solicitor, banker or broker of the company 
or intended company, to act in that capacity . 


(4 ) A copy of every prospectus which has been filed for registration with the 
Registrar shall be simultancously filed with the Securities and Exchange Board . 


(5 ) No prospectus shall be issued more than ninety days after the datc on which a 
copy thereof is delivered for registration , and if a prospectus is so issued , it shall be 
deemed to be a prospectus , a copy of which has not been delivered under this section 
to the Securities and Exchange Board or the Registrar . 


(0 ) If a prospectus is issued without a copy thereof being delivered under this soction 
to the Securities and Exchange Board or the Registrar or without the copy so delivered 
having endorsed theroon or attached thereto the required consent or documents , the 
company , and every person who is knowingly a party to the issue of the prospectus , 
shall be punishablc with fine which shall not be loss than fifty thousand rupees but 
which may extend to onc lakh rupees . 


51. (1) Any public financial institution , public scctor bank or scheduled bank whose 
main object is financing shall file a shelf prospectus . 


Shelf 
prospectus. 


(2) A company filling a shelf prospectus with the Registrar shall not be required to 
file prospectus afresh at overy stage of offer of securities by it within a period of 
validity of such shelf prospectus. 
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(3) A company filing a shelf prospectus shall be required to file an information 
memorandun on all material facts relating to now charges created , changes in the 
financial position es have occurred between the first offer of securities, previous offor 
of sccurities and the succccding offer of securitics within such time as may be 
prescribed by the Central Government, prior to making of a second or subsequent offer 
of securities under the shelf prospectus . 


(4 ) An Information memorandum shall be issued to the public along with the shelf 
prospectus filed at the stage of the first offer of securities and such prospectus shall be 
valid for a period of one year from the date of opening of the first issue of securitics 
under that prospectus: 


Provided that where an update of information memorandum is fillod every time an 
offer of securities is made auch memorandum together with the shelf prospoctus shall 
constituto the prospectus . 


Explanation . For the purpose of this section , 


(a) " financing " means making loans to or subscribing in the capital of, a private 
industrial enterprise engaged in infrastructural financing or, such other company as the 
Central Government may notify in this behalf ; 


(b ) " shelf prospectus " means a prospectus issucd by any financial institution or 
bank for one or more issues of the socurities or class of socuritics specified in that 
prospectus . 


Information 
memoran - 
dum . 


52 . (1) A public company making an issue of securities may circulate information 
memorandum to the public prior to filing of a prospectus . 


(2) A company inviting suhscription by an information memorandum shall be bound 
to file a prospectus prior to the opening of the subscription lists and the offer as a rod 
horring prospectus, at least three days before the opening of the offer . 


(3 ) The information memorandum and red -herring prospectus shall carry same 
obligations as are applicable in the case of a prospectus . 


(4) Any variation between the information memorandum and the red -herring 
prospectus shall be highlighted as variations by the issuing company . 


Explanation . - For the purposes ofsub -sections ( 2), (3 ) and (4 ). " red - herring 
prospectus" means a prospectus which docs not have complete particulars on the price 
of the securities offered and the quantum of securities offered . 


( 5) Evcry variation as made and highlighted in accordance with sub - section ( 4 ) above 
shall be individually intimated to the persons invited to subscribe to the issue of 
securities . 


(0 ) In the event of the lasuing company or the underwriters to the issue bave invited 
or received advance subcription by way of cash or post-dated choques or stock - invest, 
the company of such underwriters or bankers to the issue shall not encash such 
subscription moneys or post- dated cheques or stock -invest before the date of opening of 
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the issue , without having individually intimated the prospective subscribers of the 
variation and without having offered an opportunity to such prospective subscribers to 
withdraw their application and cancel their post-dated chequos or stock - invest or return 
of subscription paid . 


( 7) The applicant or proposed subscriber shall exercise his right to withdraw from the 
application on any intimation of variation within seven days from the dato of such 
intimation and shall indicate such withdrawal in writing to the company and the 
underwriters . 


(8 ) Any application for subscription which is actod upon by the company or 
undorwriters or bankers to the issue without having given onough information of any 
variations , or the particulats of withdrawing the offer or opportunity for cancelling the 
post- dated cheques or stock invest or stop payments for such payments shall be vold 
and the applicants shall be entitled to receive a refund or return of its post- dated 
cheques or stock -invest or subscription moneys or cancellation of its application , as if 
the said application had never been made and the applicants are entitled to receivo back 
their original application and interest at the rate of fifteen per cent. from the date of 
cncashment till payment or realisation 


dated cheques or culars of withdrawings having given cnouchy 


( 9) Upon the closing of the offer for securitios , a final prospectus stating therein the 
total capital raised , whether by way of dobt or share capital and the closing price of the 
securities and any other details as were not complete in the red - herring prospectus shall 
be filed in a case of a listed public company with the Stcurities and Exchange Board 
and Registrar, and in any other case with the Registrar only . 


53 . A company shall not at any timo, vary the terms of a contract referred to in the 
prospectus , except with the approval of, or under an authority given by , the company in 
a gcncral meeting. 


Terms of 
contract 
mentioned 
in prospec 
tus not to 
bc varied . 


cribe for the securitieson who subscribes for any secutby reason of any untrue 


54 . (1) Subject to the provisions of this section , where a prospectus invitas persone 
to subscribe for the securities of a company , the following persons shall be liable to pay 
compensation to every person who subscribes for any socurities on the faith of the 
prospectus for any loss or damage hc tay have sustained by reason of any untruc 
statement included therein , that is to say , - 


Civil 
Hability 
for mis 
statainents 
in prospec 
tus. 


(a ) every person who is a director of the company at the time of the issue of the 
prospectus ; 


(b ) every person who has authorised himself to be named and is named in the 
prospectus cither as a director, or as having agreed to become a director, either 
immediately or after an interval of time; 


(c ) every person who is a promoter of the company; and 


(d ) every petson who has authorised the issue of the prospectus : 


Provided that where, under section 49, an cxpert has given his consent, or where 
under sub - section ( 3 ) of section 50 , the consent of a person namned in a prospectus is 
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required and he has given that consent, he shall not, by reason of having given such 
consent, be liable under this sub -section as a potson who has authorised the issue of the 
prospectus except in respect of an untrue statement, if any purporting to be made by 
him as an oxpcrt . 


(2) No person shall be liable under sub-section ( 1), if he proves 


(a ) that, baving copacnted to become a director of the company, he withdrew his 
consont before the issue of the prospoctus, and that it was issued without his 
authority or consent; 


(6 ) that the prospectus was issued without his knowledge or conscnt, and that on 
becoming aware of its boue , he forthwith gave reasonable public notice that it was 
isyucd without his knowledge of consont; 


(c ) that, after the losuc of the prospectus and before allotment thereundor , hc, on 
becoming aware of any untrue statement theroin , withdrew his consent to the 
prospectus and gave reasonable public notice of tho withdrawal and of the reasong 
therefor, or 


(d ) that , 


(1) as regards cvaty untrue statement not purporting to be made on the 
authority of an expert or of a public official document or statement, hc bad 
reasonable ground to believe , and did up to the time of the allotment of the 
socurities , as the case may bo , believe, that the statement was truc ; and 


. correct and pract from , the image of the issues make 


(i ) as regards cvcry untno statoment purporting to be a statcment by an export 
or contained in what purports to be a copy of or an extract from a report or 
valuation of an expert, it was a correct and fair representation of the statoinent, or 
a cortoct copy of, or a correct and fair oxtract from , the report or valuation ; and 
he had reasonable ground to believe , and did up to the time of the issue of the 
prospectus believe , that the porson making the statement was cotapetent to make 
it and that that person had given the consent toquired by section 49 to the issure 
of the prospectus and had not withdrawn that consent before delivery of a copy of 
the prospectus for registration or, to the defendant s knowledge, before allotment 
thorounder, and 


( iii) ag tegards every untrue statemont purporting to be a statement made by an 
official person or contained in what purports to be a copy of or extract from a 
public official document, it was a correct and fair reprorontation of the statement, 
or a correct copy of ot a cotroct and fair cxtract from , the document: 


Provided that this sub -section shall not apply in the case of a person liable , by reason 
of his having given consent under section 49 , As a person who has authorised the lasuo 
of the prospectus in respect of an untruo statemcht, purporting to be made by hita as an 
cxport . 


( 3) A person who , apart from this sub- section , would, under sub - section ( 1), be liable 
by toason of his having given a consent toquired of him under section 49 as a person 
who has authorised the issue of a prospectus in respoct of an untrue statement, 
purporting to be made by him 48 an export, shall not be so liable , if he proves 
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(a ) thet, having given his consent under soction 49 to the topic of the prospoctus , 
be withdrew it in writing before delivery of a copy of the prospoctus for reglatration ; 


(b ) that he was compotont to make the statanant and that bo had toesonablo 
ground to believo , and did up to the time of the allotment of the socurities , believo , 
that the statomcat was true . 


(4 ) Where 


( a ) the prospectus spocifics the name of a person as a diroctor of the company , or 
As having agreed to bccomo a director theroof, and he has not conscnted to become 
a director, or has withdrawn his consent before the look of the prospoctus, and has 
not authorisod or consontod to the issue theroof; or 


(1 ) the consent of 4 porson is given under section 49 to the issue of the 
phospoctus and be althor has not given that conscnt or has withdrawn it beforo the 
ingue of the prospoctus, 


the directors of the company excluding those without whoso knowlodge or consent the 
prospectus was kogued , and overy othor porson who authorisod the issue thoroof, shall bo 
liable to indemnify the person tofatrod to in claus (a ) or clauso (b ), as the case may 
be, against all damagos, costs and expenses to which ho may be made llablo by ronson 
of his demo having bocn inscrtod in the prospectus or of the inclusion thaton of a 
statement purporting to be made by him as an expert, as the case may be, at in 
dofeudtag him olf against any out or logal proceeding brought agabost bim in respoot thoroof: 


Providod that a person shall not be dcomod for the purposes of this sub-section to 
havo authorised tho lasuc of a prospoctus by reason only of his having given the 
consent under section 49 to the inclusion therein of a statement purporting to be made 
by him as an expert. 


(5) Evory person who , becomes liablo to make any payment by virtue of this section , 
may rocovat contribution , as in Cascs of contract, from any other person who , if suod 
separately, would have been liable to make the same paytucnt, unless the former person 
was , and the latter person was not guilty of fraudulent misrepresentation . 


(6 ) For the purposes of this acction , 


(a ) the expression " promotor" means & promoter who was a party to tho 
preparation of the prospectus or of the portion that of containing the true statament, 
but does not include any person by reason of his acting in a professional capacity for 
persons ongaged in procuring the formulation of the company; and 


(b ) the expression " expert" has tho satne moaning as in soction 49 . 


55 . (1) Wbotom prospoctus includes any untrue statement, overy person who 
authorised the issand of the prospectus shall be punishable with imprisonment for a term 
which may extend to two years or with fine which may oxtond to one lakh tupoos 
unless he proves either that the statement was immaterial or that he had reasonable 
ground to believe , and dild up to the time of the issue of the prospoctus believe , that the 
statancat was true . 


Criminal 
liability 
for mis 
statements 
in pros 
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( 2) A person shall not be deemed for the purposes of this scction to have authorised 
the issue of a prosprctus by reason only of his having given 


(a ) the consent required by section 49 to the inclusion therein of a statemont 
purporting to be made by him as an expert, or 


(b ) the copscht required by sub- soction (3) of section 50 . 


Document 
containing 
offer of 
securities 
for sale to 
be dected 
prospectus . 


56. (1) Where a company allots or agrees to allot any securitics of the company with 
& viow to all or any of those securities being offered for sale to the public , any 
document by which the offer for sale to the public is made shall , for all purposes, be 
decmed to be a prospectuscs lagued by the company; and all cpactments and rules of 
law as to the contents of prospectuses and as to liability in tespoct of statemonts in and 
omissions from prospectus of otherwisc relating to prospectuscs shall apply with the 
modifications specified in sub - soctions (3 ), (4) and ( 1) , and have offect accordingly , as 
if thc securities had been offered to the public for subscription and as if persons 
accepting the offor in respect of any securities were subscribcts for those socurities, but 
without prejudice to the liability , if atry , of the persons by whom the offor is made in 
rospect of mis- statemonts containod in the document or othorwise in tespect thoreof. 


(2 ) For the purposes of this Act, it shall, unloss the contrary is proved , be ovidence 
that an allotment of, or an agreement to allot, securitics was made with a view to the 
socurities being offerod for sale to the public if it is shown 


( a ) that an offer of the securities or of any of them for salo to the public was 
made within six months after the allotment or agrectnout to allot; or 


( ) that at the date when the offer was made , the wholo consideration to be 
roceived by the company in respoct of the securities had not been rocolvod by it. 


(3) Sub -section (3 ) of section 48 As applied by this section shall have effect as if it 
required a prospectus to state in addition to the matters required by that section to be 
stated in a prospectus 


(a ) the pet amount of the consideration roccived or to be rtocived by the company 
in respoct of the securities to which the offer relates ; and 


(b ) the place and time at which the contract under which the said socurides have 
been or are to be allottod may be inspoctod . 


(4 ) Soction 50 as applied by this soction shall have offoct as if the persons making 
the offer wat petsons namod in e prospectus as diroctors of a company . 


( 5) Where a person making an offor to which this scation relatos la company or a 
firm , it shall be sufficient if the document rofotod to lo sub- section (1) is signed on 
behalf of the company of firm by two diroctors of the company or by not less than 
obo -half of thc partners in the firm , me the case may be ; and any Arch director or 
partner may sign through his agent authorised in writing. 
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57. (1) For the purposes of the foregoing provisions of this part, 


(a ) & statement included in a prospectus shall be docted to be untrue, if the 
statemont is misleading in the form and context in which it is included ; and 


Interpreta 
tion of 
provisions 
relating to 
prospectus. 


(6 ) where the omission from a prospectus of any matter is calculated to misload , 
the prospectus shall be deemed , in tespect of such omission , to be a prospectus in 
which an untrue statement is included . 


(2 ) For the purposes of sections 54, 55 and 56 and clause (a ) of sub -section (1) of 
this section , the expression " includod " when used with reference to a prospectus, means 
included in the prospectus itself or contained in any report or memorandum appearing 
on the face theroof or by reference incorporated thcrcin or issuod thorowith , 


58 . (1 ) Any reference in this Act or in the articles of a company to offering socuritics 
to the public or to invitations to the public to subscribe for socuritics shall, subject to 
any provision to the contrary contained in this Act and subjoct also to the provisions of 
sub -sections ( 2 ) and ( 3 ), be construod as including a reforcnot to offering thot or to 
invitations to subscribe for them , to any soction of the public, whether selected as 
members or holdets of other securities of the company concerned or as clients of the 
person issuing the prospectus or in any other manncr . 


Construction 
of rofoton 
cos to 
otforlag 
socuritics 
to the 
public , oto . 


(2 ) A provision in a company s articles prohibiting invitations to the public to 
subscribe for securities shall not be taken as prohibiting the making of an lavitation to 
members or holders of any other securities of that company. 


(3 ) Where any question ariscs as to the offer of any sccurities by . company , 
including the right to restrain any offer or issue it shall be decided by the company . 


( 4) The provisions of this Act relating to privato companies shall be construod in 
accordance with the provisions contained in sub-sections (1 ) and ( 2 ). 


59. Notwithstanding anything contained in any other provisions of this Act, overy 
listed public company making initial public offer of any security for a sup of rupoos 
ten cotes or more shall issue the same only in dematerialiood forth by complying with 
the requisite provisions of the Depositories Act, 1996 and the regulations made 
thereunder. 


22 of 1996 . 


Initial 
offor of 
securities 
to be in 
de materia 
lised form 
in certain 
casos . 


60 . Any porson who , whother knowingly or rocklossly making any statement, promiso Penalty for 
or forecast which is falsc , deceptive or misleading, or by any dishoncst conccalment of fraudulently 
material facts , inducts or attempts to induce another person to enter into , or to offer to inducing 
enter into 

persons to 

invest 
(a ) any agrcctacnt for, or with a viow to , acquiring, disposing of, subscribing for, money . 
or underwriting securities ; or 


(6 ) any agrocencnt thc purpose or pretended purpose of which is to secure a profit 
to any of the partics from the yiold of securitics, or by reference to fluctuations in the 
valuc of socuritics, 


shall be punishable with imprisonment for a term which shall not be less than six 
months but which may extend to five years and also with fine which may extend to 
fifty thousand rupece. 
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61. (1) Any person who 


Personation 
for 
acquisition , 
ctc ., of 
securities 


(a ) makes, in a fictitious namo or description , an application to a company for 
acquiring , of subscribing or, any securities therein , or 


(b ) makes multiple applications to a company in different names or in different 
combinations of his name or his surname for acquiring or subscribing for, any 
socurities of such company , or 


(C ) otherwisc induces a company to allot, ot registot any transfer of securities 
therein to him , or any other person in a fictitious Dame or description , 


shall be punishable with imprisonment for a term which shall not be less than six 
months but which may extend to five ycars and also with fine which may extend to 
fifty thousand rupees . 


(2 ) The provisions of sub - soction (1 ) shall be prominently reproduced in every 
prospectus issued by the company and in every form of application for securitics which 
is issued by the company to any porson . 


Allotment 


Prohibition 
of allotmont 
unless 
minimum 
Abscription 
received . 


62 (1 ) No allotment shall be made of any securities of a company offered to the 
public for subscription , unless the amount stated in the prospectus as the minimum 
amount has been subscribed , and the sum payable on application for the amount so 
stated has been paid to and received by the company , whether in cash or by choque , or 
other instrument which has been purchased by the applicant. 


(2 ) In the event of any contravention of sub -section (1), cvery promoter , diroctor or 
other person who is knowingly responsible for such contravention , shall be punishable 
with imprisontent for a term which may extend to two years and shall also be liable 
to fino which may extend to ten thousand tupecs . 


(3 ) Tho amount so stated in the prospectus shall be reckoned cxclusively of any 
amount payable otherwise than in monoy , and is in this Act referred to as " the 
minimum subscription ". 


( 4) The amount payable on application on cach share shall not be less than 
twenty - five per cent of the pominal amount of the share . 


(5) All moncys received from applicants for securitics shall be deposited and shall 
continue to be kept deposited in a separate account in a scheduled bank until the entire 
amount payable on applications for socurities in respect of the minimum subscription 
has beon received by the company , and where such amount has not been foceived by 
the company within the period specified for repayment of amount without interest under 
sub -section ( 7 ), all moneys received from applicants for shares shall be returned in 
accordance with the provisions of that sub -section . 


(0) In the event of any contravention of the provisions of sub -section (5), tho 
company , every promoters or officer of the company who is in default, shall be 
punishable with fine which may extend to fifty thousand rupees and if any such money 
is not so re -paid within six months from the expiry of the cighth day also with 
imprisonment for a term which may extend to two years . 


( ) If the minimum subscription is not received on the expiry of such period as may 
be proscribod after the first issue of the prospectus, all moncys toccived from applicants 
for socurities shall forthwith be repaid to them without interest; and if any such money 
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is not so repaid within cight days thereafter, the company, cvery promotor or cvety 
officer of the company who is in default, shall be jointly and soverally liablo to repay 
that money with interest not less than six per cent, and not more than twenty per cent. 
as may be prescribed . 


( 8 ) Any condition purporting to toquire or bind any applicant for securities to walve 
compliance with any requirement of this soction shall be vold . 


( 9) Nothing in this section shall apply to a public financial institution . 


63 . (1 ) An allotment made by a company to an applicant in contravention of the 
provisions of section 62 shall bo voidable at the instance of the applicant, within two 
months from the date of such allotment, notwithstanding that the company is in the 
coutsc of being wound up . 


Effoct of 
irrogular 
allotmont. 


( 2) If any director of a company knowingly contravencs , or wilfully authorises or 
permits the contravention of, any of the provisions of section 62 with respect to 
allottnent, he shall , without prejudice to his being liable for penalty under that section , 
be liable to compensate the company and the allottec respectively for any loss, damages 
or costs which the company of the allottee may have sustained or incurred thereby: 


Provided that proceedings to recover any such loss , damages or costs shall not be 
commenced after the expiration of two years from the date of the allotment. 


64 . (1) (a ) No allotment shall be made of any securities of a company in pursuance 
of a prospectus issued generally , and no proceedings shall be taken on application made 
h pursuance of a prospectus so issued , until the beginning of the fifth day after the 
date on which the prospectus is first so issued or such later time, if any, as may be 
specificd in the prospcctus : 


Applications 
for, and 
allotmont 
of, 
socuritios . 


Provided that where, after a prospectus is first issued generally , a public notice is 
given by some person responsible under section 54 for the prospectus which has the 
effect of cxcluding, limiting or diminishing his responsibility , no allotmont shall be 
made until the beginning of the fifth day after the day on which such public notice is 
first given . 


(6 ) Nothing in the foregoing proviso shall be dectned to exclude, limit or diminish 
any liability that might be incurred in the case referred to therein under the gcncral law 
or under this Act. 


(c ) The beginning of the fifth day or such later time as is mentioned in clause (a ) or , 
the beginning of the fifth day as is mentioned in the proviso to that clause , as the case 
may be , is hereinafter in this Act referred to as " the time of the opening of the 
subscription lists " . 


( 2 ) In sub - section (1 ), the reference to the day on which the prospoctus is first issued 
generally shall be construed as referring to the day on which it is first so issued as a 
ncwspaper advertisement or in any other manner in accordance with the provisions of 
sub -section ( 3 ) of section 48 . 


(3) The validity of an allotment shall not be affected by any contravention of the 
foregoing provisions of this section ; but, in the event of any such contravcation , the 
company , and every officer of the company who is in a default, shall be punishable 
with fine which may extend to fifty thousand tupecs . 
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( 4) In the application of this section to a prospectus offering securities for sale , sub 
soctions (1) to (3 ) shall have effect with the substitution of references to sale for 
references to allotment, and with the substitution of the reference to the company and 
every officer of the company who is in a default of a reforence to any person by or 
through whom the offer is made and who is knowingly guilty of, or wilfully authorises 
or permits, the contravention . 


(5) An application for the securities of a company, which is made in putsuance of a 
prospectus lasued gencrally shall be rcvocablo 


(a ) within five days of making an application but not later than the date of closure 
of the public lasuc , or 


(b ) within five days of issue of a public notice having the effect under section 54 
of excluding , limiting or diminishing the responsibility of the person responsible for 
its issue. 


(6 ) Notwithstanding anything contained in sub - section ( 5 ), the promoter or directors 
or relatives, Associates or friends , of such promoters or directors as mentioned in the 
prospectus, if they have applied in pursuance of the prospectus, shall not be entitled to 
revoke such applications. 


Allotment 
of socurities 
to be dealt 
in on stock 
exchange . 


65 . (1 ) Every company , intending to offer securities to the public for subscription by 
the issue of a prospectus shall, before such issue, make an application to a regional 
stock exchange and one or more recognised stock exchanges for permission for such 
securities to be dealt in on the stock cxchange or cach such stock cxchange. 


cxchange ock exchanges application to diption by 


(2 ) Where a prospoctus, whether issued gcncrally or not, states that an application 
undor sub - section (1) has been made for permission for the securities offered thereby to 
bc doalt in on a regional stock exchange and onc or morc rocognised stock exchange , 
such prospoctus shall state the name of the stock exchange or, as the CASC may bc, cach 
such stock exchange, and any allotment made on an application in pursuance of such 
prospectus shall , whenever made, be void , if the permission has not been granted by the 
regional stock exchange before the cxpiry of ten wocks from the date of the closing of 
the subscription lists : 


Provided that whore an appeal against the decision of any regional stock exchange 
refusing permission for the securities to be dealt in on that stock exchange has been 
proferred under section 22 of the Securities Contracts (Regulation ) Act, 1956 , such 
allotment shall not be void until the distrissal of the appeal. 


42 of 1956 . 


( 3) Whore the permission has been granted by a regional stock exchange and one of 
more tocognised stock exchanges and for dealing in any securities, the company shall 
make the allotment of socurities within the period specified in the notification by the 
Securities and Exchange Board : 


Provided that notwithstanding anything contained in this section , where the permission 
has been granted by a regional stock exchange for scculties to be dealt on such Stock 
Exchange, the company may procoed to make allotment in accordance with the 
provisions of this section 


(4) Where permission has not been applied for under sub -section (1) or , such 
permission having been applied for, has not been granted as aforesaid , the company 
shall forthwith topay without interest all moneys received from applicants in pursuance 
of the prospectus, and, if any such moncy is not repaid within eight days after the 
company becomes liable to repay it, the company and cvery director of the company 
who is an officer- in -default shall, on and from the expiry of the eighth day, be jointly 
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and severally liable to repay that money with interest at such ratc , not less than six per 
cent, and not more than twenty per cent. As may be prescribed , having regard to the 
length of the period of delay in making the repayment of such money , 


( 5) Where permission has been granted by a regional stock exchange and one or more 
recognised cxchanges for dealing in any securities in such stock exchange and the 
moneys received from applicants for securitics arc in excess of the aggregate of the 
application moncys relating to the securities in respect of which allotments have been 
made , the company shall repay the moncys to the extent of such excess forthwith 
without interest , and if such money is not repaid within cight days , from the day the 
company becomes liable to pay it, the company and cycry director of the company who 
is an officer in default sball, on and from the expiry of the cighth day , be jointly and 
severally lable to repay that money with interest at such tatc , not less than six pot 
cent. and not more than twenty per cent. as may be prescribed . 


(0 ) All moneys received as aforesaid shall be kept in a soparate bank account 
maintained with a schedulcd bank only until the permission has been granted , or where 
an appeal has bech preferred against the refusal to grant such permission until the 
disposal of the appcal, and the money standing in such separate account shall where thc 
permission has not bech applicd for as aforesaid or has not been granted , bo repaid 
within the time and in the manner specified in sub - section ( 4 ); and if default is made 
in complying with this sub - section , the company, and every officer of the company who 
is in default, shall be punishable with fine which may extend to fifty thousand rupocs 
and where repayment is not made within six months from thc cxpiry of the cighth day , 
also with imprisonment for a term which may cxtend to two years . 


er specificdany, and every condicio fifty thouse inghth day , 


( 7) If default is made in complying with the provisions of sub -section (5) , the 
company and every officer of thc company who is in default shall be punishable with 
finc which may extend to fifty thousand rupcas , and where repayment is not mado 
within six months from the expiry of the cighth day , also with imprisonment for a torm 
which may extend to two years . 


(8 ) Moncys standing to the credit of the separate bank account referred to in sub 
section ( 1) shall not be utilised for any purpose other than the following purposes , 
namely : 


( a ) adjustment against allotment of securitics , where the securities have been 
permitted to the dealt in on the regional stock exchange specified in the prospectus ; 
or 


(6 ) repayment of moneys received from applicants in pursuance of the prospectus , 
where securities have not been permitted to be dealt in on the regional stock exchange 
specificd in the prospectus, as the case may be, or where the company is for any 
other rcason unable to make the allotment of securitics ; or 


(c ) where such moneys have remained unclaimed or unpaid for a period of seven 
years, they shall be credited to the Investor Protection Fund established under sub 
section ( 1) of section 414 . 


(9 ) Any condition purporting to require or bind any applicant for securities to waive 
compliance with any of the requirements of this section shall be void . 


(10 ) For the purposes of this section , it shall be deemed that permission has not been 
granted if the application for permission , where made, has not been disposed of within 
the time specified in sub -section (2 ). 
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(11) This section shall have effect 


(a ) in relation to any socurities agreed to be taken by a person undorwriting an 
offor thereof by a prospectus , as if he had applied tbcrofor in pursuance of the 
prospoctus; and 


(b) in relation to a prospectus offering securities for sale , with the following 
modifications, namncly : - - 


refotenccs to sale shall be substituted for references to allotment; 


( ii ) the persons by whom the offer is made , and not the company, shall be liable 
under sub-section (4) to ropay money received from applicants, and references to 
the company s liability under that sub - section shall be construed accordingly ; and 


( iii) for the reference in sub - section ( 7) to the company and every officct of 
the company who is in a default, thote shall be substituted a reference to any 
person by or through whom the offer is made and who is knowingly guilty of, or 
wilfully authorises or pertoits , the default . 


( 12 ) No prospectus shall state that application has beon ,made for permission for the 
sccurities offoted thereby to be dealt in on any stock exchange, unless it is a tocognised 
stock exchange . 


( 13 ) In rockoning for the purposes of section 64 and this section , the fifth day, or the 
cighth day , after another day , any intervening day which is a public holiday under the 
Negotiable Instruments Act, 1881 , sball be disregarded , and if the fifth , or oighth day 
(as so reckoned ) is itself such a public holiday, there shall, for the said purposes, be 
substituted the first day thereafter which is not such a holiday . 


26 of 1881. 


Explanation . For the purpose of this section , " regional stock cxchango" mcans such 
recognised stock exchange which the Socurities and Exchange Board may , notify, in this 
behalf. 


Return 
as to 
allotments . 


66 (1) Whenover a company having a share capital makcs any allotment of its 
securities, it shall, within thirty days thercafter, 


(a ) file with the Registrar, a return of the allotments stating thc number and 
nominal amount of the securities comprised in the allottnent, the names and addressco 
of the allottees, and the amount, if any , paid or duc and payable on cach sccurity : 


Provided that the company shall pot show in such retum any securities as having 
been allotted for cash if cash has not actually been received in respect of such 
allotment; 


(b ) in the case of securities other than bonus shares allotted as fully or partly 
paid -up otherwise than in cash , produce for the inspection and examination of the 
Registrar the contract in writing constituting the title of the allottoc to the allotment, 
together with any contract of sale , or a contract for services or other consideration in 
respect of which the allotment was made , such contracts being duly stampod , and file 
with the Registrat copies of all such contracts verified in the prescribed manner and 
4 return stating the number and nominal amount of securities so allotted , the extent 
to which they are to be treated as paid -up , and the consideration for which they have 
been allotted ; and 
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(c) file with the Registrar 


( ) in the case of bonus sharcs , tourn stating the number and nominal amount 
of such sharcs comprised in the allotment, the names and addresses of the allottecs 
and a copy of the resolution authorizing the issue of sich shares ; 


(ii) in the case of issue of shares at a discount, a copy of the resolution passed 
by the company authorising such issuc together with a copy of the order of the 
Tribunal sanctioning the issue. 


the Registrand have become yo be an insondition of fi 


(2) Where a contract such as is mentioned in clause (b ) of sub -section (1) is not 
reduced to writing , the company shall, within thirty days after the allotment, fike with 
the Registrat the prescribed particulars of the contract stamped with the same stamp 
duty as would have bech payable if the contract had been reduced to writing ; and those 
particulars shall be deemed to be an instrument within the meaning of the Indian Stamp 
Act, 1899 and the Rogistrat may , as a condition of filing the particulato, roquire that the 
duty payable thorcon be adjudicatod under section 31 of that Act. 


2 of 1899 


(3 ) If the Registrar is satisficd that in the circumstances of any particular case, the 
period of thirty days spccificd in sub -sections (1 ) and (2 ) for compliancc is or was 
inadequate , he may , on application made in that behalf by the company, whether before 
or after the expiry of the said period , extend that period as he thinks fit ; and if hc docs 
so , the provisions of sub -sections ( 1) and (2) shall have effoct in that particular CASC AS 
if for the said period of thirty days, the cxtended poriod allowed by the Regiscar were 
substituted . 


( 4) If a default is made in complying with the provisions of this section , cvety officer 
of the company who is ip a default shall be punishable with fioc which may extend to 
five hundred rupoes for every day during which the default continuca : 


Provided that in case of contravention of the proviso to clause (a ) of sub -section (1), 
every such officct and cvety promoter of the company who is guilty of the 
contravention shall be punishable with fine which may extend to fifty thousand rupees . 


( 5) Nothing in this section shall apply to the issue and allotment by a company of 
socurities which under the provisions of its articles were forfeited or cancelled for non 
payment of calls . 


Commissions and discounts 


67. (2 ) A company thay pay a commission which shall not exceed such porcentago As Power to 
may be prescribed, to any person in consideration of 

pey certain 

comunissions 
(a ) his subscribing or agreeing to subscribe , whether absolutely or conditionally , and prohi 
for any securitics of the company ; or 

bition of 

payment of 
(b ) his procuring or agreeing to procure subscriptions, whether absolute or all other 
conditional, for any securities of the company. 

commiss 

ions, 
(2) Save as aforesaid and save as provided in section 71, no company shall allot any discounts , 
of its securities or apply any of its moncys, either directly or indirectly , in payment of ctc. 
any commission , discount or allowance , to any person in consideration specified in sub 
section ( 1). 


(3) Nothing in this section affect the power of any company to pay such brokerage 
as it had so far been lawful for a company to pay . 
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( 4) A vendor to , promoter of, or other person who toçoivas paymont in socurities , or 
money from , a company shall havo and shall be dcctcd always to have had power to 
apply any part of the securities, or moncy so receivod in payment of any commission 
the payment of which, if made directly by the company, would have been legal under 
this section . 


(5) For the removal of doubts , it is hereby declared that no commission shall be paid 
under sub -section (1 ) to any parson on scauritios which are not offered to the public for 
subscription : 


Provided that whore a person has subscribed or agrood to subscribe under sub -section 
(I) for any securities of the company and before the issue of the prospectus any othor 
person or person has or have subscribed for any or all of those securities and that fact 
together with the aggregate atuount of cotnmission payable under this section in respect 
of such subscription is disclosed in such prospectus then , the company may pay 
commission to the first-incntioned person in respoct of such subscription . 


(O ) If a default is made in complying with the provisions of this section , the 
company , and cvery officer of the company who is in a default, shall be punishablo 
with fine which may extend to five thousand tupcos . 


Restrictions 68 . ( 1) No company limited by shares, and no company limited by guarantoc and 
on purchasc having a sbarc capital, shall have power to buy its own shares , unless the consoquent 
by company reduction of capital is offoctod and sanctionod in putsuance of sections 86 to 90 or of 
of its own section 272 . 
securities , 
or loans by (2 ) No public company shall give , whether directly or indirectly , and whether by 
company means of a loan , guarantee , the provision of security or otherwiso , any financial 
for pur Assistance for the purpose of, or in connection with , a purchase or subscription made or 
chase , of its to be made by any person of or for any shares or securities in the company or in its 
own securi- holding company : 
ties or of 
its holding Provided that nothing in this sub-section shall be taken to prohibit 
company. 

(a ) the lending of money by a banking company in the ordinary course of its 
busincos ; or 


(b ) the provision by a company , in accordance with any scheme for the time being 
in fotce , of moncy for the purchase of, or subscription for, fully paid - up shares in the 
company or its holding company, being a purchase or subscription by trustocs of or 
for shares to be held by or for the benefit of employees of the company , including 
any director bolding a salaried office or employmont in the company ; or 


(c ) the making by a company of loans , to persons (other than directors of 
managers) bona fide in the employtent of the company with a viow to enabling those 
persons to purchase or subscribe for fully paid - up shares in the company of its 
holding company to be held by themselves by way of beneficial ownership . 


(3 ) No loan made to any person in putsuance of clause (c ) of the foregoing proviso 
shall exceed the amount of his salary or wages at that time for a period of six months. 


(4 ) If a company acts in contravention of sub -sections ( 1), (2 ) and ( 3), the company , 
and every officer of the company who is in a default , shall be punishable with finc 
which may extend to ten thousand rupces . 


/ F _ 7-B 


2080 / ges 


Sec . 2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


51 


(5) Nothing in this section shall affect the right of a company to tedoem any sbares 
issued undor section 72 or under any corresponding provision in any previous 
companies law . 


69. ( 1) Notwithstanding anything containod in this Act, & Company may purchaso its 
own shares or other specificd securities (hereinafter rcfcrted to as " buy -back ") from , 


Power of 
company to 
purchaso 
its own 
socuritios . 


(1) out of its free toscrvos; or 


(ii) out of the securities premium account; or 


( iii) out of the proceeds of any issue made spocifically for buy -back purposes, if 


(a) such buy -back is authorised by such resolution passed in general meeting of 
the Company; 


(6 ) the ratio of the debt owned by the company is not more than twice the 
capital and its free reserves after such buy -back . 


Explanation . - For the purposes of this sub - section , " specified securities includes, 
omployees stock option or other securitics or having such underlying voting rights as 
may be notified by the Central Government from time to time. 


(2) The notice of the meeting at which such resolution is proposed to be passed shall 
be accompanied by an explanatory statement stating 


(a ) a full and complete disclosure of all material facts ; 
( ) the necessity for the buy -back; 


(c) the class of security intended to be purchased under the buy - back ; 


( d ) the amount to be invested under the buy -back ; and 


(e ) time limit for completion of buy-back . 


(3) Every buy -back shall be completed within fifteen months from the date of passing 
the resolution under sub - section (1). 


(4 ) The buy - back under sub -section ( 1) may be 


(a) from the existing security holdets on a proportionate basis ; or 


(6) from the open market; or 

(c) from odd lots , that is to say, where the lot of securities to a listod public 
company is smaller than such market lot as may be specified by the stock exchange ; 
of 


(d ) through negotiation or other arrangement, subject to the condition that no votes 
ato cast in favour of the spocial resolution teferred to in clauso (a ) of sub-soction ( 1 ) 
by any person whose securities are proposed to be bought by such negotiation or 
other arrangement; or 


(e) by purchasing the securities issued to employees of the company pursuant to u 
schetne of stock option . 
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(5 ) Whore a company has passed a special resolution to buy -back its own shares or 
socurities under this section , it shall, before making such purchascs, filc with the Contral 
Government a declaration of solvency in the form proscribed , verified by an affidavit to 
the offoct that thc Board has made a full inquiry into the affairs of the company as a 
result of which it is capable of meeting its liabilities and will not be rendered insolvent 
within a period of one year of the date of declaration adopted by the Board , and signed 
by at least two directors of the company , one of whom shall be the managing director, 


if any . 


(0 ) Whate a company buys-back its own securities , it shall forthwith cancel the 
securities so bought- back . 


( 7) Where a company completes a buy - back of its securities under this soction , it 
shall not make further issue of socurities within a period of twelve months except by 
way of bonus issuo or in the discharge of subsisting obligations such as conversion of 
warrants , stock option schemos or conversion of preference shares or debentures into 
oquity shares. 


(8 ) Where a company buys -back its securities under this section, it shall maintain a 
rogister of the securities 80 bought, the consideration paid for the securitice 
bought-back , the date of cancellation of securities and such other particulars as may be 
prescribed . 


( 9) A company shall , after the completion of the buy -back under this scction , file with 
the Registrar a rehrn containing such particulars relating to the buy -back within sixty 
days of such complction . 


(10 ) If a company makes a default in complying with the provisions of this section 
or any rules made thercunder , the company or any officer of the company who is in a 
dcfault, shall be punishable with imprisonment for a term which may extend to two 
years or with finc which may which may extend to ten thousand rupees , or with both . 


Issue of securities at a premium and discount 


Application 


of 


premiums 
reccived 
on issuc of 
securities . 


70 . (1 ) Where a company issues securities at a premium , whether for cash or 
otherwise , a sum cqual to the aggregate amount or value of the premiums on those 
securitics shall be transferred to an account, to be called " the securities promium 
Account"; and the provisions of this Act relating to the reduction of the share capital of 
a company shall, except as provided in this section , apply as if the securities ptomiun 
account wcte the paid - up sbare capital of the company . 


( 2 ) The securities premium account may, notwithstanding anything contained in sub 
section ( ), be applied by the company.--- 


(1 ) in paying up unissued shares of tho company to be issued to members of the 
company as fully paid bonus shares ; 


(b ) in writing off of the preliminary expenses of the company; 


(c) in writing off of the expenses of, or the commission paid or discount allowed 
on , any issue of socurities of the company ; 


(d) in providing for the premium payable on the redemption of any redeemablo 
preference shares or of any debentures of the company ; or 


(Ⓡ ) for buy -back of securities under section 69 . 
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71. (1) A company shall not isgic socurities at a discount exccpt as providad in this power to 
section . 

Lagu 

socurities 
(2 ) A company may issue at a discount shares in tho company of a class already at a 
issued , if the following conditions are fulfilled , nappcly : 

discount. 


( ) the issue of the securities at a discount is authorisod by a resolution passed by 
the company in a general meeting; 


( ii ) the resolution specifies the maximum rate of discount at which the shares are 
to be issued ; 


(iii ) not less than one year as at the date of the isguc olapsed since the date on 
which the company was cntitled to commcncc busincss; and 


( iv ) the securities to be issued at a discount are issued within two months after the 
date on which the resolution referrod to in clause () above is passed. 


( 3 ) Every prospectus relating to the issue of the socurities shall contain particulars of 
the discount allowed on the issue of the socurities or of so much of that discount as bag 
not been written off at the date of the issue of the prospectus. 


(4) If a default is made in complying with the provisions of this section , the company 
and every officer of the company who is in a default , shall be punishablc with fino 
which may extend to fivc thousand rupecs . 


Issue and redemption of preference shares 


72 . (1) Subject to the provisions of this section, a company limited by shares may, if Power to 
so authorised by its articles , issuc preference shares which are , or at the option of the issue 
company , are to be liable to be redocted : 

rodootpable 

proference 
Provided that 

shares . 


( a ) no such shares shall be redeemed cxccpt out of profits of the company which 
would otherwise be available for dividend or out of the proceeds of a fresh issue of 
sharcs made for the purposes of the redemption ; 


(b ) no such shares shall be redeemed unless they are fully paid ; 


( c) the premium , if any , payable on redemption shall have been provided for out 
of thc profits of the company or out of the company s securities premium account, 
before the shares are redeemed ; 


( d ) where any such shares art redeemed otherwise than out of the proceeds of a 
fresh issue, there shall, out of profits which would otherwise have bect available for 
dividend , be transferred to an account, to be called the " capital redemption teservo 
account" , a sum equal to the nominal amount of the shares redecmod ; and tho 
provisions of this Act relating to the reduction of the share capital of a company 
shall, cxcopt as provided in this section , apply as if the capital redemption rosetve 
account were the pald -up share capital of the company . 


(2) Subject to the provisions of this section , the redemption of preforence shares 
thereunder may be cffccted on such terms and in such manner as may be provided by 
the articles of the company . 
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(3) The redemption of preference sharts under this section by a company shall not be 
taken as reducing the amount of its capital. 


(4 ) Whero in pursuance of this soction , a company has redcomod or is about to 
rodcom any preferonce sharcs , it shall havO power to issue shares up to the nominal 
amount of the shares tedeemod or to be redecmad as if those shares had never been 
issuod ; and accordingly the share capital of the company shall not, for the purpose of 
calculating the fæs payable under section 409 , bc deemed to be increased by the issue 
of sharog in pursuance of this sub - section . 


(5) The capital tedemption reservC account may , notwithstanding anything contained 
In this section , be applied by the company , in paying up unissued shares of the 
company to be issued to motubers of the company as fully paid bonus shares . 


(0 ) Notwithstanding anything contained in this Act, no company limited by shares 
shall , issuc any preference share which is irrodoomable or is redeemable after the expiry 
of a period of twenty years from the date of its issuc . 


(7) If a company falls to comply with the provisions of this section , the company, 
and every officer of the company who is in a default, shall be punishable with finc 
which may extond to ten thousand rupecs . 


Redemption 
of certain 
proference 
shatos . 


5 of 1997. 


73. (1) Notwithstanding anything contained in the terms of issue of any preference 
shares, cvety preference shart issued before the commoncement of Companies 
( Amendmont) Act, 1996 and which is not redeemable before the expiry of ten years 
from the date of issue thoroon in accordance with the terms of its issue and which had 
not been redeemed befort such commencement, shall be redocmed by the company on 
the date on which such share is duc for fedemption on or before the 14th day of June, 
1998 , whichever is carlict : 


Provided that where a company is not in a position to redoem any such share within 
the period aforesaid and to pay the dividend , if any, duc theroon (such shares being 
hereinafter toferred to as untedoemod prefcrence sharcs ), it may , with the consent of the 
Tribunal, on a petition made by it in this behalf and notwithstanding anything contained 
In this Act , issue further redecmable preference shares equal to the amounts due 
(including the dividend therton), in respoct of the unredeemed preference sharcs , and on 
the issue of such further redeemable preference sheres, the untodocmed shares shall be 
doomod to have bech tedecmod . 


(2 ) Nothing contained in section 93 of any scheine toferred to in soctions 263 to 268, 
or in any scheme made under section 270 , shall be deemed to confor power on any 
class of shareholders by resolution of on any Court or thc Contral Government to vary 
or modify the provisions of this soction . 


(3 ) If a default is made in complying with the provisions of this section , 


(a ) the company making such a default shall be punishable with fino which may 
axtend to one thousand rupees for every day during which such a default continues; 


and 


(b ) overy officer of the company who is in a default shall be punishable with 
imprisonment for a term wbich may extend to three years and shall also be liable to 
finc . 
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Further issue of capital 


74. (1) Where at any time after the expiry of two years from the formation of a 
public company , it is proposed to increase the subscribed capital of the company by 
allotment of further shares , then , 


further 
logue of 
capital. 


( a ) such further shares shall be offered to the persons who , at the date of the offer, 
are holders of the equity shares of the company , in proportion , as nearly as 
circumstances admit, to the capital paid -up on those shares at that date ; 


(b ) the offer aforesaid shall be mado by notice containing such particulars as may 
be prescribed , and specifying the number of sharcs offered and limitng a time, pot 
being less than fifteen days from the date of the offer within which the offer , if pot 
accepted , shall be deemed to have been declined and such notice shall contain other 
particulars as may be prescribed ; 


(c) unless the articles of the company otherwise provide, the offer aforesaid shall 
be deemed to include a right cxcrcisable by the person concerned to renounce the 
shares offered to him or any of them in favour of any othor person ; and the notice 
referred to in clause ( b ) shall contain a statement of this right; 


( d) after the expiry of the time specificd in the notice aforesaid , or on receipt of 
carlier intimation from the potson to whom such notice is given that he declines to 
accept the shares offered , the Board may dispose of them in such mamnor as they 
think most beneficial to the company . 


Explanation . In this sub -section , " equity share capital" and " cquity shares" have the 
same mcaning as in section 77 . 


( 2 ) Where further shares are offered to the members under sub -section ( 1 ) or to any 
other person at a premium , the amount of such premium shall be approved by special 
resolution passed by the company . 


(3) Notwithstanding anything contained in sub-section (1), further shares may be 
offered to any persons whether or not those persons include the persons referred to in 
clause (a ) of sub - scction (1 ) in any matter whatsocver 


( ) if a special resolution to that effect , and approving the premium , if any , is 
passed by the company in general mccting, or 


( ii ) if no such special resolution is passed , but the votes cast in favour of the 
proposal contained in the resolution moved in that gencral mecting ( including the 
casting vote , if any , of the chairman ), exceed the votes , if any , cast against the 
proposal by , members who , being cntitled so to do , vote in person , or where proxios 
are allowed , by proxy and the Tribunal is satisfied , on an application made by the 
company in this behalf , that the proposal is beneficial to the company: 


Provided that no vote shall be caste by any person in favour of the special resolution 
referred to in clause (0) when shares are proposed to be offered to such person . 


(4 ) Nothing in clause (c) of sub - section (1) shall be deemed 


(a ) to extend the time within which the offer should be accepted , or 


(b ) to authorise any person to exercise the right of renunciation for a second time, 
on the ground that the person in whose favour the renunciation was first made has 
declined to take the shares comprised in the renunciation . 
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( 5) Notwithstanding anything contained in the foregoing provisions of this section , a 
company may , at any time, increase its subscribed capital by giving an option to its 
amployees, officots or working directors to purchase its socurities (hereinaftor referred 
to a " employees stock option " ), pursuant to a scheme of option framed by the 
company in accordance with the provisions of this section . 


(0 ) A company shall be cntitled to make an issue of its securities to the persons 
referred to in sub -section (5 ) wder the scheme of employece stock option at prevailing 
market pricc or price specified in the offer: 


Provided that where the value of securities under employoes stock in such value 
option scheme has actual purchase at a future date, the difference in such valuo shall 
not be payable the persons referred to in sub -section (5 ), increase in the valuate of 
securities at the time of such purchasc . 


(7) Every employees stock option shall be made, 


(a ) after the condition specified in clauses (1) and ( ii ) of sub -section (3) are 
satisfied ; 


(b ) in such a manner that the amount of issue of shares under the employees stock 
option and the share does not exceed more than five per acnt, of the amount of total 
capital after such issuc; 


(c ) in the case of listed public companics , in accordance with such conditions as 
may be prescribed ; 


(d ) in the case of other companies, in accordance with such conditions which may 
be spocified in the regulations made under the Securitics and Exchange Board of India 
Act, 1992 . 


15 of 1992 . 


( 8) Nothing in this scotion shall apply to increaso of the subscribed capital when 


(a ) such increase is by conversion of debcntures or loans into share; 


(b ) subscription of share in the company is under a schome of employees stock 
option . 


SHARE CAPITAL , DEBENTURES AND DEPOSITS 


Nature, numbering and certificate of shares 


Nature of 
shares , etc ., 
and nomi- 
nation . 


75. (1) The shares, debentures or other interest of any member, in a company shall 
be movable property , transferablc in the manner provided by the articles of the 
company . 


(2 ) Every holder of shares in , or holder of debcntures of, a company may , at any 
time nominate , in the prescribed manner, a person to whom his shares in , or debentures 
of, the company shall vcst in the event of his death . 


( 3) Where the shares in , or debentures of, a company are held by more than onc 
person jointly , the joint holders may together nominate , in the prescribed manner, a 
person to whom all the rights in the shares or debcatures of the company shall vest in 
the event of death of all the joint holders . 
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(4) Notwithstanding anything contained in any other law for the time boing in force 
or in any disposition , whether testamentary or otherwise , in respect of such sharcs In or 
debcntures of the company, where a nomination made in the prescribed tanner purports 
to confer on any person the right to vest the shares in or debentures of the company, 
the nominee shall, on the death of the shareholder or holder of debcntures of the 
company or, as the case may be , on the death of the joint holders become entitled to 
all the rights in the shares or debentures of the company or, as the case may bo , all the 
joint holdcts , in relation to such shares in , or debentures of the company to tho 
exclusion of all other persons, unless the nomination is varied or cancellod in the 
prescribed manner. 


(5) Where the nominee is a minor, it shall be lawful for the holder of the shares in 
or holder of dcbonturcs , making the nomination to appoint in the prescribed manner any 
person to become entitled to shares in or debentures of the company, in the event of his 
death , during the minority . 


(0 ) Each share in a company having a share capital shall be distinguishod by its 
appropriate number. 

Provided that nothing in this sub-section shall apply to the shares held with a 
depository 


(7) If a company falls to comply with any of the provisions of this section , it shall 
be punishable with fine which may cxtend to ten thousand rupees and cvety officer of 
the company who is in a default shall be punishable with imprisonment for a torm 
which may extend to two years , or with fine which may cxtend to fifty thousand 
repces , or with both . 


76. (1) A certificate under the common scal of the company , specifying any sharcs 
held by any purnber, shall be prima facie cvidence of the title of the motnbor to such 
shares . 


Cortificate 
of shares . 


(2 ) A certificate may be rencwed of a duplicate of a certificate may be issued , if the 
acrtificate 


(a ) is proved to have been lost or destroyed , or 


(b) having been defaced or mutilated or torn , is surrendered to the company . 


( 3) If a company with intent to defraud renews a certificate or issues a duplicate 
thotoof, It shall be punishable with fine which may cxtend to one lakh rupoos and every 
officer of the company who is in a default shall be punishable with imprisonment for 
a term which may extend to two years , or with fine which may extend to fifty thousand 
rupos, or with both . 


( 4 ) Notwithstanding anything contained in the articles of a company , the time and 
manner of issue or renewal of a certificate of issue of a duplicatc thotoof, the form of 
a certificate (original or renewed ) or of a duplicate thereof, the particulars to be entered 
in the register of members or in the register of renewed or duplicate certificates , the 
form of such registers , the foc on payment of which , the terms and conditions , if any 
( including terms and conditions as to cvidence and indemnity and the paymont of out 
of-pocket cxpctises incurred by a company in investigating cvidence ) on which a 
certificate may be rehcwod or a duplicate thereof may be issued , shall be such as may 
be prescribed . 


(5) The provisions of this section shall apply to derivatives, options and shares with 
diffotential voting rights. 


RA 
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PD 


Kinds of share capital 


Profetence 
and equity 
share 
capital 


77 . (1) " Preference share capital" means, with reference to any company Umited by 
sbarcs, that part of the share capital of the company which fulfils both the following 
toquirements , namely : 


(a ) that is respects dividenda , it carrice, or will carry , a preferential right to bo 
paid a fixed amount or an amount calculated at a fixed rate , which may be either free 
of, or subject to , income-tax ; and 


(b ) that as respects capital, it carries or will carry , on a winding up or iepayment. 
of capital, a proforential right to be repaid the amount of the capital paid -up or 
deemed to leave been paid - up, whether or not there is a preferential right to the 
payment of oither or both of the following amounts , namely : 


(i) any money rotnaining unpaid , in tospect of the amounts specified in clauso 
( a ), up to the date of the winding up or repayment of capital; and 


( ii ) any fixed premiutn or premium 
momorandum or articles of the company . 


on any fixed scale , specified in the 


Explanation . - -Capital shall be deemed to be preference capital, notwithstanding that 
it is entitlod to either of both of the following rights , namely : 


() that , us respects dividends, in addition to the preferential right to thc amount 
specified in clause (a ), it has a right to participate, whether fully or to a limited 
cxtcnd , with capital not entitled to the profotential right aforesaid ; 


(ii) that, as respects capital, in addition to the preferatis ! right to tho topayment, 
op a winding up , of the amounts specified in clausc (b ), it has a right to participate , 
whether fully or to a limited extent, with capital not entitled to that profcrtptial right 
in any surplus which may remain after the optiro capital has bocn tepaid . 


(2) " Equity shart capital" mcans , with reference to any such coppahy, all share 
capital which is not preference share capital. 


(3) The expression " preference share" and " oquity share " shall be construcd 
accordingly . 


Kinds of 
sbare 
capital. 


78. The share capital of a company limited by shares shall be of two kinds only, 
namely : 


(a ) equity share capital - 


(0) with voting rights ; or 


( ii ) with differential rights as to dividend , voting or otherwise in accordance with 
such rules and subject to such conditions as may be prescribed ; 


(b) preference shatt capital. 


79. (1) Subject to the provisions of the proviso to sub-roction (2) of soction 81 


Voting 
Highty . 


(a ) cvery member of a company limited by sharts and holding any equity shart 
capital thercin shall have a right to voto , in respect of such capital, on every 
resolution placed before the company ; and 
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(b ) his voting right on a poll shall be as stated in the articles . 


( 2 ) (a ) Subject as aforesaid and save as provided in clause (b ) of this sub -soction , 
cvcry member of a company limited by shares and holding any preference share capital 
therein shall , in tespect of such capital, have a right to vote only on tosolutions placod 
before the company which directly affect the rights attached to his preference shares. 


Explanation . — Any resolution for winding up the company or for the repayment or 
reduction of its share capital shall be doctaed directly to affect the rights attachod to 
preference shares within the meaning of this clausc . 


(h ) Subject as aforesaid , every membor of a company limited by sharts and holding 
any preference share capital therein shall , in respect of such capital, be entitled to vote 
on every resolution placed before the company at any mecting , if the dividend duc on 
such capital or any part of such dividend has remained unpaid 


(i) in the case of cumulative preference shares, in respect of an aggregate period 
of not less than two years preceding the date of comtrcucement of the meeting; and 


( ii ) in the case of non - cumulative preference shares , cither in respect of a period 
of not less than two ycars ending with the expiry of the financial year immediately 
preceding the comincncement of the meeting or in respect of an aggregate period of 
not less than three years comprised in the six years ending with the expiry of the 
financial year aforesald . 


Explanation .- - For the purposes of this clause, dividend shall be decmod to be duc on 
preference shares in respect of any period, whether a dividend has been declarod by the 
company on such sharcs for such period or not, - - 


(a ) on the last day specific for the payment of such dividend for such period, in 
the articles or other instrument executed by the company in that behalf, or 


(b ) in case to day iş so specified , on the day immediately following such period ; 


(C ) where the holder of any preference share has a right to vote on any resolution 
in accordance with the provisions of this sub -section , his voting right on a poll, as the 
holder of such share , shall , subjact to the proviso to sub - section (2 ) of section 81, be 
in the same proportion as the capital paid -up in respect of the preference share bears 
to the total paid - up equity capital of the company . 


80 . Nothing in sections 77 to 79 shall apply to a private company unless it is a 
subsidiary of a public company . 


Saving . 


Miscellaneous provisions as to share capital 


81. (1) Where any calls for furthct share capital are made on sharcs , such calls shall 
be made on a uniform basis on all shares falling under the same class . 


Calls on 
shares . 


Explanation . -- For the purpose of this section , shares of the same nominal value on 
which different amounts have bech paid -up shall not be deemed to fall under the same 


class . 


(2 ) A company may , if so authorised by its articles , accopt from any momber the 
whole or a part of the amount remaining unpaid on any shares held by him , although 
no part of that amount has been callod -up: 
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Provided that no such member shall be entitled , where the company is one limited by 
sharcs , to any voting rights in respect of the moneys so paid by him until the same 
would , but for guch payment, become presently payable . 


(3 ) A company may , if so authorised by its articles , pay dividends in proportion to 
the amount paid - up on cach shart when a larger amount is paid - up in some shares than 
others . 


82. (1) A limited company having a share capital, may , if so authorised by its 
articles , alter the conditions of its memorandum as follows, that is to say, it may 


Power of 
limited 
company to 
alter its 
shart 
capital. 


(a ) increase its authorised share capital by such amount as it thinks expedient by 
creating new shares; 


( b ) consolidate and divide all or any of its share capital into shares of larger 
amount than its existing sharcs ; 


(C ) sub- divide its shares, or any of them , into shares of smaller amount than is 
fixed by the memorandum , so , however, that in the sub - division the proportion 
betwocn the amount paid and the amoumt, if any, unpaid on each reduced share shall 
be the same as it was in the case of the share from which the reduced shate is 
derived ; or 


(d ) cancel shares which , at the date of the passing of the resolution in that behalf , 
have not been taken or agreed to be taken by any person , and diminish the amount 
of its share capital by the amount of the shares so cancelled . 


(2 ) The powers conferred by this section shall be exercised by the company by 
ordinary resolution passed in a gencral meeting and shall not be required to be 
confirmed by the Court. 


( 3 ) A cancellation of shares in pursuance of this section shall not be deemed to be a 
reduction of shart capital within thc mcaning of this Act. 


( 4) If a company having a share capital has , 


( a ) consolidated and divided its share capital into shares of larger amount than its 
existing shares ; 


(b ) sub -divided its shares or any of them ; 


(c ) redeemed any redeemable preference shares; or 


( d ) cancelled any shares , otherwise than in connection with a reduction of share 
capital under sections 86 to 90 , 


the company shall within thirty days after doing so , give notice thereof to the Registrar 
specifying , as the case may be , the sharcs consolidated , divided , sub -divided , rodeemed 
or cancelled . 


( 5) The Registrar shall thereupon record the notice , and make any alterations which 
may be pcccssary in the company s memorandum or articles or both . 


(0 ) If a default is made in complying with the provisions of sub-section (4 ), the 
company , and cvety officer of the company who is in a default , shall be punishable 
with fine which may extend to five hundred rupocs for every day during which the 
default continuçs . 
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83. ( 1 ) Where a company having a share capital has increased its capital beyond 
authorised capital and where a company , not being a company limitod by sharos , has 
increased the number of its membets beyond the registered number, it shall file with the 
Registrar, notice of the increase of capital or of members within thirty days after the 
passing of the resolution authorising the increase; and the Registrar shall rocord the 
increase and also make any alterations which may be ncccssary in the company s 
memorandum or articles or both . 


Notice of 
incroeso of 
shero 
capital or 
of members . 


ice of the incrembers beyond the chosen company limited capital beyond 


(2) The notice to be given as aforesaid sball include particulars of the classes of 
shares affected and the conditions , if any , subject to which now shares have boon or art 
to be issued . 


(3 ) If default is made in complying with this section , the company , and cvety officer 
of the company who is in a default, shall be punishablc with fine which may extend to 
five hundred rupees for cvcry day during which the default continues . 


84 . An unlimited company baving a shart capital may , by its resolution for Powa of 
registration as a limited company in pursuance of this Act, do either or both of the unlimited 
following things, damcly : 

company to 

provide for 
(a ) inctcase the nominal amount of its share capital by increasing the nominal rosetve 
amount of cach of its sharcs , but subject to the condition that to part of the increased share 
capital shall be capable of being called up except in the event and for the purposcs capital on 
of the company being wound - up ; 

re - regis 

tration . 
(6 ) provide that a specified portion of its uncalled share capital , shall not be 
capablc of being called up cxcept in the event and for the purposes of the company 
being wound up . 


85 . A limited company may , by a special resolution , determine that any portion of its 
sharc capital which has not been already called- up shall not be capablc of being called 
up , except in the event and for the purposes of the company being wound up , and 
thereupon that portion of its share capital shall not be capablc of being called -up cxccpt 
in that cvcnt and for those purposes . 


Rootvo 
liability 
of limited 
company . 


Reduction of share capital 


86 . (1) Subject to confirmation by the Tribunal, a company Limited by sharcs or a Special 
company limited by guarantee and having a share capital, may , if so authorised by its resolution 
articles, by a special resolution , reduce its share capital in any way ; and in particular for roduc 
and without prejudice to the generality of the foregoing power , may 

tion of 

share 
(a ) extinguish or reduce the liability on any of its shares in respect of share capital capital. 
not paid -up ; 


(b) either with or without extinguishing or reducing liability on any of its sharos, 
cancel any paid - up share capital which is lost , or is imrepresented by available assets ; 


or 


(c ) cither with or without extinguishing or reducing liability on any of its shares, 
pay off any paid -up share capital which is in excess of the wants of the company, 


and may , if and so far as is necessary , alter its memorandum by reducing the amount 
of its share capital and of its shares accordingly . 
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(2) A special resolution under this section is in this Act referred to as " a resolution 
for reducing share capital" . 


87. (1) Where a company has passed a resolution for reducing share capital, it may 
apply , by petition , to the Tribunal for an order confirming the reduction . 


Application 
to Tribunal 
for 
confirming 
order, 
objections 
by creditors 
and settle 
ment of list 
of objecting 
crcditors , 


(2 ) Where the proposed reduction of share capital involves either the diminution of 
liability in respect of unpaid share capital or the payment to any sharcholder of any 
paid -up share capital, and in any other casc if the Tribunal so directs , the following 
provisions shall have effect, subject to the provisions of sub -section (3 ) — 


(a ) cvery creditor of the company who at the date fixed by the Tribunal is entitled 
to any debt or claim which , if that date were the commencement of the winding up 
of the company , would be admissible in proof against the company , shall be entitled 
to object to the reduction ; 


(6 ) the Tribunal shall settlc a list of creditors so entitled to object , and for that 
purpose shall ascertain , as far as possible without requiring an application from any 
crcditor, the names of those creditors and the nature and annount of their debts or 
claims, and may publish notices fixing a day or days within which the creditors not 
entered on the list are to claim to be so entered or are to be excluded from the right 
of objecting to the reduction ; 


( c ) where a creditor entered on the list whose debt or claim is not discharged or 
has not determined docs not consent to the reduction , the Tribunal may , if it thinks 
fit , dispense with the consent of that creditor, on the company securing payment of 
his debt or claim by appropriating , as the Tribunal may direct, the following amount, 
namely : 


(i) if the company admits the full amount of the debt or claim , or, though not 
admitting it, is willing to provide for it , then , the full amount of the debt or claim ; 


( ii) if the company docs not admit and is not willing to provide for the full 
amount of the debt or claim , or if the amount is contingent or not ascertained , 
then , an amount fixed by the Tribunal after the like inquiry and adjudication as if 
the company were being wound -up by the Court. 


( 3 ) Where a proposed reduction of share capital involves either the diminution of any 
Liability in respect of unpaid share capital or the payment to any shareholder of any 
paid - up share capital, the Tribunal may , iſ, having regard to any special circumstances 
of the case , it thinks proper so to do , direct that the provisions of sub - section (2 ) shall 
not apply as regards any class or classes of creditors . 


Order 
confirming 
reduction 
and powers 
of Tribunal 
on making 
such order. 


88 . (1) The Tribunal, if satisfied with respect to every creditor of the company who 
under section 87 is entitled to object to the reduction , that cither his consent to the 
reduction has been oblained or his debt or claim has been discharged , or has 
determined , or has been secured , may make an order confirming the reduction on such 
terms and conditions as it thinks fit . 


( 2 ) Where the Tribunal makes any such order, it may 


(a ) if for any special reason it thinks proper so to do, make an order directing that 
the company shall , during such period commcncing on , or at any time after , the date 
of the order, as is specified in the order, add to its name as the last words thereof the 
words " and reduced " ; and . 
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(b) make an order requiring the company to publish as the Tribunal dirocts the 
reasons for reduction or such other information in regard thereto as thc Tribunal may 
think cxpcdicnt with a view to giving proper information to the public, and, if the 
Tribunal thinks fit, the causcs which led to the reduction . 


( 3 ) Where a company is ordered to add to its name the words " and reduced " , those 
words shall, until the expiration of the period specified in the order , be deemed to be 
part of the name of the company . 


89. (1 ) The Registrar 

Rogistration 

of order and 
(a ) on production to him of an order of the Tribunal confirming the reduction of minute of 
the share capital of a company; and 

reduction . 


(b ) on the delivery to him of a certified copy of the order and of a minute 
approved by the Tribunal showing , with respect to the share capital of the company 
as altered by the order 


(i) the amount of the share capital, 


( ii ) the number of shares into which it is to be divided , 


( iii) the amount of cach share , and 


( iv ) the amount, if any , at the date of the registration docmed to be paid -up on 
each shatt , 


shall register the order and minuto . 


(2 ) On the registration of the order and minute , and not before the resolution for 
reducing share capital as confirmed by the order shall take effect. 


(3) Notice of the registration shall be published in such mammer as the Tributial may 
direct. 


(4 ) The Registrar shall certify under his hand the registration of the order and minute , 
and his ocrtificate shall be conclusive cvidence that all the requirements of this Act with 
respect to reduction of share capital have been complied with , and that the share capital 
of the company is such as is stated in the minute . 


(5) The minute when registered shall be deemed to be substituted for the 
corresponding part of the memorandum of the company , and shall be valid and alterable 
as if it had been originally contained therein . 


(0 ) The substitution of any such minute as aforesaid for part of the memorandum of 
the company , shall be deemed to be an alteration of the metrorandum within the 
meaning and for the purposes of sub-sections (4 ) and (5) of section 19 . 


90 . ( 1 ) A member of the company , past or present, shall not be liable , in respect of Liability 
any share, to any call or contribution exccoding in amount the difference , if any, of membcts 
between the amount paid on the share , or reduced amount, if any , which is to be in respect 
dected to have been paid thereon , as the case may bc , and the amount of the share as of reduced 
fixed by the minute of reduction : 

shares . 


Provided that, if any creditor entitled in respect of any debt or claim to object to the 
reduction of share capital is , by reason of this ignorance of the proceedings for 
reduction or of their nature and effect with respect to his debt or claim , not entered on 
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the list of creditors , and after the reduction the company is unable, within the mcaning 
of soction 290 , to pay the amount of his debt or claim , then 


(a ) every person who was a member of the company at the date of the registration 
of the order fot roduction and minuto , shall be liable to contribute for the payment of 
that debt or claim an amount not exceeding the amount which he would have been 
Lable to contribute if the company bad commcnced to bc wound -up on the day 
immodiately before the said dato ; and 


(b ) if the company is wound- up , the Court, on the application of any such creditor 
and proof of his ignoranco 48 aforesaid , may , if it thinks fit, settle accordingly a lixt 
of persons so liable to contributo , and make and chforce calls and orders on the 
contributorice settled on the list, as if they were ordinary contributorics in a winding 
up . 


( 2) Nothing in this section shall affect the rights of the contributories among 
themselves . 


91 . If any officer of the company 


Penalty for 
concealing 
pamo of 
croditor , 
ttc . 


(a ) knowingly conccals the name of any creditor entitled to object to the reduction ; 

(6 ) knowingly misrepresents the nature or amount of the debt or claim of any 
creditor; of 


(c ) abets or is privy to any such concealment or mistepresentation as aforesaid ; 


he shall be punishable with imprisonment for a term which may oxtend to onc year, or 
with finc, or with both . 


Variation of shareholders rights 


Alteration 
of rights 
of holders 
of spocial 
classes of 
shares . 


92 . Where the share capital of a company is divided into different classes of shares , 
the rights attached to the shares of any class may be varied with the consent in writing 
of the holders of not less than threo- fourths of the issued shares of that class or with 
the sanction of a special resolution passed at a separate mecting of the holders of the 
issued shares of that class 


(a ) if provision with respect to such variation is contained in tho memorandutn or 
articles of the company, or 


(b ) in the abochec of any such provision in the memorandum or articles , if such 
variation is not prohibited by the terms of issue of the sharcs of that class. 


Rights of 
dissentient 
share 
holders . 


93 . (1) If, in pursuance of any provision such as is referred to in section 92 , the 
rights attached to any such class of shares are at any time varied , the holdets of not 
loss in the aggregate than ten per cent. of the lasucd shares of that class, boing persons 
who , did not consent to or vote in favour of the resolution for the variation , may apply 
to thc Tribunal to have the variation cancelled, and where any such application is made, 
the variation shall not have effect unless and until it is confirmod by the Tobunal. 


(2 ) An application under this section shall be made within twenty -onc days after the 
date on which the consent was given or the resolution was passed , as the case may be, 
and may be made on behalf of the shareholders entitlod to make the application by such 
Opic or more of their nutnber as they may appoint in writing for the purpose . 
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( 3 ) On any such application , the Tribunal, after hearing the applicant and any other 
persons who apply to the Tribunal to be heard and appear to the Tibumal to be 
interested in the application , may, if it is satisfied , having regard to all tho 
circumstances of the case , that the variation would unfairly prejudice the shareholders 
of the class represented by the applicant, disallow the variation ; and shall , if not so 
Satisfied , confirm thc variation . 


( 4) The decision of the Tribunal on any such application shall be final . 


(5) The company shall, within thirty days after the service on the company of any 
order made on any such application , forward a copy of the order to the Registrat ; and 
if a default is made in complying with this provision , the company , and every officer 
of the company who is in a default, shall be punishable with fine which tray cxtend to 
fivc thousand rupees . 


Transfer of securities 


94 . ( 1) A coinpany shall not register a transfer of shares in , or debentures of, the Transfor 
company , unless a proper instiument of transfer duly stamped , daled and executed by not to be 
or on behalf of the transfctor and by ot on behalf of the transferec and specifying the registotod 
name, address and occupation , if any , of the transferce, has been delivered to thc cxccpt on 
company within six months cxcluding the period of book closure ) from the date of production 
execution , along with the certificate relating to the shares or debentures , or if no such of instru 
certificate is in existence , along with the letter of allotment of the shares or debentures ment of 
within six months (excluding the period of book closure ) from the date of execution ; transfer. 


Provided that where , on an application in writing made to the company by the 
transferee and bearing the stamp required for an instrument of transfer , it is provod to 
the satisfaction of the Board that the instrument of transfer signed by or on behalf of 
the transfcror and by or on behalf of the transferec along with or without the certificate 
relating to the shares or debentures , or if to such certificate is in existence , along with 
the letter of allotment of the shares or debentures has been lost, the company may 
register the transfer on such terms as to indemnity as the Board may think fit : 


Provided further that nothing in this section shall prejudice any power of the company 
to register as shareholder or debcnturc holder any person to whom the right to any 
sharcs in , or debentures of, the company has been transmitted by operation of law but 
no such transmission shall be refused to be registered except on the ground that it will 
result in contravention of the provisions contained in sub -clause (b) of clanc ( ii ) of 
sub -section (1 ) of section 3 . 


( 2 ) In the case of a company having no share capital, sub - section (1 ) shall apply as 
if the references thotein to shares were references to the interest of the member in the 
company. 


(3) Nothing contained in this section shall apply to transfer of sccurity effected by 
the transferor and the transfcree both of whom are entered as beneficial owncts in the 
records of a depository . 


95 . A transfer of the share or other interest in a company of a dcccased member 
thcrcof made by his legal representative shall, although the legal represcntativc is not 
himself a member, be as valid as if he had been a member at the time of the execution 
of the instrument of transfer. 


Transfer by 
legal rep 
reachtative . 


96 . ( 1 ) An application for the registration of the transfer of the shares or other interest 
of a member in a company may be made cither by the transferor or by the transferec . 


Application 
for 
transfer . 
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(2 ) Where the application is made by the transferor and relates to partly paid sharcs, 
the transfet shall not be registered , unless the company gives notice of the application 
to the transfctor and the transferoc makes no objcction to the transfer within two weeks 
from the receipt of the notice . 


(3) For the purposes of sub -section (2), notice to the transferee shall be deemed to 
have been duly given if it is despatched by prepaid registered post to the transferee at 
the address given in thc Instrument of transfer, and shall be deemed to have been duly 
delivered at the time at which it would have been delivered in the ordinary course of 
post. 


97. (I) A private company shall not approve the transfer of any shares unless it is 
approved by all the shareholders at its mecting . 


Powet to 
refuse 
registration 
and appeal 
against 
refusal. 


(2 ) If a private company refuses , whether in pursuance of any power of the company 
under its Articlos or otherwise, to register the transfer of , or the transmission by 
oporation of law of the right to , any shares of interest of a member in , or debcntures 
of, the company , it shall , within two months from the date on which the instrument of 
transfor, or the intimation of such transmission , as the case may be , was delivered to 
the company , send notice of the refusal to the transferec and the transferor or to the 
person giving intimation of such transmission , as the case may be , giving reasons for 
such refusal. 


( 3 ) The transferor or transferoc , or the person who gave intimation of the transmission 
by operation of law , as the case may be, may appeal to the Tribunal against any refusal 
of the company to register the transfer or transmission, or against any failure on its 
part within the period referred to in sub -section ( 2 ), either to register the transfer or 
transmission or to send notice of its rofusal to register the same. 


( 4 ) An appcal under sub - section (3 ) shall be made within two months of the receipt 
of the notice of such refusal or, where no totice has bech sent by the company , within 
four months from the date on which the instrument of transfer, or the intimation of 
transpoission , as the case may be , was delivoted to the company, 


( 5) If 


(a ) the name of any person 


(i) is without sufficient cause , entered in the register of members of a company , 
or 


( ii ) after having bocn entered in the register, is without sufficient cause, omitted 
therefrom ; or 


(6 ) default is made, or unnecessary delay takes place , in catering in the register thc 
fact of any person having become, or ceased to be , a member including a refusal 
under sub -section ( 2), 


the person aggrieved , or any member of the company , or the company, may apply to 
the THbunal for rectification of the register. 


( ) Tho Tribunal , while dealing with an appeal preferred under sub -section (3) or an 
application made under sub -section (5) may , after hearing the parties , cither dismiss the 
appeal or reject the application , or by order -- 
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(a ) direct that the transfer or transmission shall be registered by the company and 
the company shall comply with such order within ten days of the receipt of the order , 


(b ) direct rectification of the register and also direct the company to pay damages, 
If any , sustained by any party aggrieved . 
( 7) The Tribunal, while acting under sub-section (6 ), may , at its discretion, make , - 


(a ) such interim 
doct fit and just; 


orders, including any orders as to , injunction or stay, as it may 


(6 ) such orders as to costs as it thinks fit; and 


(c) incidental or consequential orders regarding payment of dividend or the 
allotment of bonus or rights sharcs. 


(8) On any application under this section , the Tribunal — 


(a ) may decide any question tolating to the title of any person who is a party to 
the application to have his name entered in , of omitted from , the register, 


(5 ) gencrally , may decide any question which it is necessary or expedicnt to decide 
in connection with the application for rectification . 


(9 ) Thc provisions of sub -sections ( 5) to ( 8 ) shall apply in relation to the rectification 
of the register of debenture holders as they apply in relation to the rectification of the 
register of members . 


( 10 ) If a default is made in giving effect to the orders of the THbunal under this 
section , the company and every officer of the company who is in a default shall be 
punishable with fire which may extend to ten thousand rupoos , and with a further finc 
which may extend to one thousand rupees for cvcry day after the first day after which 
the default continues . 


( 11) Every appeal of application to the Tribunal under sub -section (3 ) or sub-section 
(5) shall be made by a petition in writing and shall be accompanied by such foo as may 
be prescribed 


(12 ) In the case of a private company which is not a subsidiary of a public company , 
where the right to any shares or interests of a member in , or debentures of, the 
company is transnittod by a sale thoroof beld by a Court of other public authority , tbc 
provisions of sub - sections (5) to ( 8) shall apply as if the company were a public 
company : 


Provided that the Tribunal may , in liou of an order under sub- section (0 ), pags an 
order dirocting the company to register the transmission of the right unless any member 
or members of the company specificd in the order acquire the right aforesaid within 
such time as may be allowed for the purpose by the order, on payment to the purchaser 
of the price paid by him therefor or such other sum as the Tribunal may determine to 
be a reasonablc compensation for the right in all the circumstancos of the case . 


(13) If default is made in complying with any of the provisions of this soction , other 
than sub -section (10 ), the company and every officer of the company who is in default, 
shall be punishable with fine which may axtend to five hundred rupocs for every day 
during which the default continues . 


68 


THE GAZETTE OF INDIA EXTRAORDINARY 


(PART II -- 


( 14 ) Nothing in this scction and sections 94 , 95 or 96 shall prejudice any power of 
a private company under its articles to enforce the restrictions contained therein against 
the right to transfer the shares of such company. 


Rectification 
of register 
on transfer. 


98 . (1 ) In this section , unless the context otherwise requires , " company " means a 
company , other than a private company . 


(2) Subject to the provisions of this section , the shares or debentures and any interest 
thcrein of a company shall be freely transferable : 


Provided that if a company, without sufficient cause , refuses to register transfer of 
shares within two months from the date on which the instrument of transfer of the 
intimation of transfer , as the case may be , is delivered to the company , the transferee 
may appeal to the Tribunal and it shall, direct such company to register the transfer of 
shares . 


(3 ) The Tribunal may, on an application made by a depository, company , participant 
or an investor or the Securitias and Exchange Board , if the transfer of shares or 
debentures is in contravention of any of the provisions of the Securities and Exchange 
Board of India Act, 1992 or regulations made thereunder , or the Sick Industrial 
Companies (Special Provisions ) Act, 1985 or any other law for the time being in force , 
within two months from the date of transfer of any shares or debentures held by a 
depository or from the date on which the instrument of transfer or the intimation of the 
transmission was delivered to the company , as the case may be , after such cnquiry it 
thinks fit, direct any depository , or company to rectify its register or records . 


15 of 1992 . 
1 of 1986 . 


(4) The Tribunal while acting under sub -section (3) may at its discretion make such 
interim order as to suspend voting rights before making or completing such enquiry . 


(5 ) The provisions of this section shall not restrict the right of a holder of shares or 
debentures, to transfer such shares or debentures and any person acquiring such sharcs 
or debentures shall be cntitled to voting rights unless the voting rights have been 
suspended by an order of the Tribunal. 


(0 ) Notwithstanding anything contained in this section , any further transfer during the 
pendency of the application with the Tribunal of shares or debentures shall entitle the 
transferee to yoting rights unless the voting rights in respect of such transferec bavo 
also been suspended . 


( 7) The provisions of sub -sections (5 ), ( 7), ( 9 ), (10 ) and (12) of section 97 shall , so 
far as may be , apply to the proceedings before the Tribunal under this section as they 
apply to the proceedings under that section . 


Certifica 
tion of 
transfers . 


99 . (1) The certification by a company of any instrunent of transfer of shares in , or 
dcbentures of, the company, shall be taken as a representation by the company to any 
person acting on the faith of the certification that there have been produced to the 
company such documents as on the face of them show a prima fucie title to the shares 
or debentures in the transferor named in the instrument of transfer, but not as a 
representation that the transforor has any title to the shares or debentures. 


(2 ) Where any person acts on the faith of an erroncous certification made by a 
company negligently , the company shall be under the same liability to him as if the 
certification had been made fraudulently . 


( 3) For the purposes of this section 


(a ) an instrument of transfer shall be deemed to be certificated if it bcars thic 
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words " certificate lodged" or words to the like effect; 


(6 ) the certification of an instrument of transfer shall be deemed to be made by a 
company , if 


(1) the person issuing the certificated instrument is a person authorised to issuc 
such instruments of transfer on the company s behalf ; and 


( ii) the certificate is signed by any officer of servant of the company or any 
other person , authorised to certify transfer on the company s txehalf , or if a body 
corporale has been so authorised , by any officer or scrvant of that body corporale ; 


( c ) 4 ccrtification shall be deemed to be signed by any person , if il purports to be 
authenticated by his signature unless it is shown that the signature was placed there 
ncither by himself nor by any other person authorised to use the signature for the 
purpose of certificating transfers on the company s behalf. 


Issue of Certificate of Shures, etc . 


100 . ( 1) Every company, unless prohibited by any provision of law of of any order 
of any court, tribunal or other authority , shall, within three months after the allotment 
of any of its shares, debentures or debenturc stock , and within two months after the 
application for the registration of the transfer of any such shares , debcntures or 
debenture stock , deliver, in accordance with the procedure laid down in section 25 , the 
certificates of all shares , debentures and of debenture -stocks allotted or transferred : 


Limitation 
of time for 
issue of 
certificate . 


Provided that the Tribunal may , on an application being made to it in this behalf by 
the company , extend any of the periods within which the certificates of all debentures 
and debcnture stocks allotted shall be delivered under this sub -section , to a further 
period not excocding nine months , if it is satisficd that it is not possible for the 
company to deliver such certificates within the said periods . 


Explanation . The expression " transfer" , for the purposes of this sub -section , means 
a transfer duly stamped and otherwise valid , and docs pot include any transfer which 
the company is for any reason cntitled to refuse to register and does not register. 


( 2 ) If a default is made in complying with sub - section ( 1 ), the company , and every 
officer of the company who is in a default, shall be punishable with fine which may 
cxtend to five thousand rupees for cvery day during which the default continues. 


(3 ) If any company on which a notice has been served requiring it to make good any 
default in complying with the provisions of sub - section (1 ), fails to make goods the 
default within ten days after the service of the notice , the Tribunal may , on the 
application of the person entitled to have the certificates or the debcntures delivered to 
him , make an order directing the company and any officer of the company to make 
good the default within such time as may be specified in the order; and any such orier 
may provide that all costs of and incidental to the application shall be borne by the 
company or by any officer of the company responsible for the default . 


( 4) Notwithstanding anything contained in sub -section (1), where the sccurities are 
dealt with in a depository , the company shall intimate the details of allotment of 
Securities to the depository immediately on allotment of such securities. 


( 5) The provisions of this section relating to the issuc or shares or debentures shall 
apply to thc issue of derivatives, options and shares with differential voting rights . 
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Penalty for personation of shareholder 


Penalty for 
persona 
tion of 
sharcholder. 


101 . If any person doccitfully personatcs an ownat of any share of pterat in a 
company, and thoroby obtains or attempts to obtain any such shares or interest or 
teccivos or attompts to receive any money duc to any such owner or attends any 
gototal mooting of the company or fraudulently exercised any voting or other rights , he 
shall be punishable with imprisonment for a form which may extend to three years and 
shall also be liable to fino. 


Special provisions as to debentures 
102 . No company shall issue any debentures which carry voting rights at any meeting 
of the company, whether generally or in respect of particular classes of business . 


Debenturos 
with voting 
rights .not 
to be 
issued 
hereafter. 


Debeature 
trust docd . 


103 . ( 1) A trust dood for securing any issuo of debontures shall be in such form and 
shall be executod within such period as may be prescribed . 


( 2) A copy of the trust deed shall be open to inspection to any member or debenturo 
holder of the company and he shall also be entitled to obtain copios of such ttust dood 
on payment of such sum as may be prescribed . 


( 3) If a copy of the trust deod is not made available for inspection or is not given to 
any manber of debenture holder, the company and cvety officer of the company who 
is in a default, shall be punishable, for cach offence , with fine which may extend to 
five hundred rupees for every day during which the offence continues. 


Appoint 
ment of 
debenture 
trustocs and 
duties of 
debenturo 
trustcts. 


104 . (1 ) No company shall issue a prospectus or a letter of offer to the public for 
subscription of its dcbentures , unless the company has , before auch issue, appointed one 
or more debenture trustees for such debentures and the company bas , on the face of the 
prospectus or the letter of offer, stated that the debenturo trustoc or trustces have given 
their consent to the company to be so appointed : 


Providod that no person shall be appointed as a debenturo trustco , if he 


(a ) bencficially holds shares in the company ; 


(6 ) is bencficially cntitled to moncys which arc to be paid by the company to the 
debanturo trustee ; 


(c) has ontered into any guarantec in respect of principal debts socuted by the 
dobontutos or interost thcroon . 


(2 ) Subject to the provisions of this Act, the functions of the debonture trustees shall 
goncrally bo to protect the interest of holders of debenturos ( including the croation of 
securities within the stipulatod time) and to rodross the gricvances of boldors of 
dobentures effectively . 


(3) In particular, and without prejudice to the generality of the foregoing functions , a 
debenture trustoc may take such other steps as he may docm fit 


(a ) to ensure that the assets of the company issuing debontures and cach of the 
guarantots are sufficient to discharge the principal amount at all times ; 
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(b ) to satisfy himself that the prospectus or the letter of offer does not contain any 
mattor which is inconsistent with the tcrins of the debentures or with the trust deod ; 


(c ) to ensure that the company does not commit any broach of covenants and 
provisions of the trust dood ; 


(d ) to tako such reasonablc stops to romody any breach of the covenants of tho 
trust docd or the terms of issue of debentures ; 


( e ) to take steps to call a mecting of holders of debenturos as and when such 
moeting is required to be held . 


(4 ) Whore at any tine tho dobenturo trustec comes to a conclusion that the assots of 
the company are insufficient or are , likely to bocomc insufficient to discharge the 
principal amount as and when it becomes duc , the debcnture trustoc may file a petition 
before the Tribunal and the Tribunal may , after bearing the company and any other 
person interested in the matter, by an ordat , impose such restrictions on the incurring 
of any further liabilities as that Tribunal thinks ncccssary in the interests of holders of 
the debenturos . 


105. (1) Where a company issues debentutes after the commencement of this Act, it 
shall create a dcbenture redemption reserve for the redemption of such dobenturos , to 
which adequate amounts shall be credited , from out of its profits overy year until such 
debenturcs are redected . 


Liability of 
company to 
creato 
security and 
dobenture 
rodemption 
resctve . 


(2 ) The amounts creditod to the debcntuto , redemption of such reserve shall not be 
utilised by the company except for the purpose aforesaid . 


thic 


( 3) The company referred to in sub - section (1 ) shall pay interest and redeem 
dobentures in accordance with the terms and conditions of their issuo . 


(4 ) Where a company fails to redecin the debentures on the date of maturity , the 
Tribunal may , on the application of any of all the holders of debcntures shall, aftor 
hoaring the parties concerned , direct, by order, the company to tedeem the debantures 
forthwith by the payment of principal and interest due thereon . 


(5) If default is made in complying with the order of the Tribunal under sub -section 
(4 ), cvery officer of the company who is in a default, shall be punishable with 
imprisonment which may extend to three years and shall also be liable to a fine of tot 
less than five hundred rupees for every day during which such default continuca , 


106 . (1) A copy of aty trust deed for securing any issue of debcntures shall bc 
forwarded to the hoidot of any such debontures or any member of the company , at his 
request and within seven days of the making thoreof, on payment of such foc ag may 
be prescribed . 


Right to 
obtain 
copies of 
and inspoct 
trust dood. 


(2) If a copy is refused , or is not forwarded within the time specified in sub -section 
(1 ), the company, and cvety officer of the company who is in a default, shall be 
punishable , for cach offence, with fine which may extend to five hundred rupocs and 
with a further fine which may extend to two hundred rupees for cvory day during 
which the offence continucs. 


(3) The trust deed referred to in sub- section (1 ) shall also be open to inspection by 
any member or debenture holder of the company in the same mannat, to the samo 
extent, and on payment of the same focs , as if it were the registor of manber of the 
company 
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Liability 
of trustees 
for 
debcnture 
holders . 


107. (1) Subject to the provisions of this section , any provision contained in a trust 
deed for securing an issue of debentures , or in any contract with the holders of 
debentures scruted by a trust deed , shall be void in so far as it would have the effect 
of cxempting a trustee thcreof from , or indemnifying him against, liability for breach of 
trust, where he fails to show the degree of care and diligence required of him as a 
trustçe , having regard to the provisions of the trust deed conferring on him any powers, 
authorities or discretions . 


(2) Sub- section (1) shall not invalidate 


(a ) any release otherwise validly given in respect of anything donc or omitted to 
be done by a trustee before the giving of the releasc; or 


(b ) any provision enabling such a release to be given 


(1) on the agreement thereto of a majority of not less than three -fourths in 
value of debcnture holders present and voting in person or, where proxies are 
permitted , by proxy, at a meeting summoned for the purposc ; and 


(ii) either with respect to specific acts or omissions or on the trustcc dying 
or ceasing to act. 


( 3 ) Sub -section ( 1) shall not operate 


(a ) to invalidate any provision in force at the commencement of this Act so long 
as any person then entitled to the benefit of that provision or afterwards given the 
benefit thereof under sub -section (4 ) remains a trustcc of the deed in question ; or 


(b ) to deprive any person of any exemption or right to be indemnificd in respect 
of anything donc or omitted to be done by him whilc any such provision was in 
force . 


( 4) While any trustee of a trust deed remains entitled to the benefit of a provision 
saved by sub - section (3 ), the benefit of that provision may be given either 


(a ) to all truslees of the decd , present and future; or 


(b) to any named trustees or proposed trustces thereof, 
by a resolution passed by a majority of not less than three -fourths in value of the 
debenture holdets present in person or, where proxies are pertnitted , by proxy , at a 
meeting called for the purpose in accordance with the provisions of the deed or, if the 
deed makes no provision for calling meetings , at a meeting called for the purpose in 
any manner approved by the Court. 


Prispelual 
debentures . 


108 . A condition contained in any debentures or in any deed for securing any 
debentures, whether issued or executed before or, after the commencement of this Act, 
shall not be invalid by reason only that thereby , the debentures are made irredeemable 
or redecmable only on the happening of a contingency , however remote , or on the 
expiration of a period , however long . 


109 . (1) Where either before or after the commencement of this Act, a con,pany has 
redeemed any debentures previously issued , then , - 


Power to 
re - issue 
redeemed 
debentures 
in certain 
cascs , 


(a ) unless any provision to the contrary , whether express or implied , is contained 
in the articles , or in the conditions of issue, or in any contract catered into by the 
company ; of 
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(b ) unless the company has, by passing a resolution to that effoct or by some other 
act, manifested its intention that the debenturos shall be cancelled ; 


the company shall have, and shall be decmod always to have had , the right to kocp the 
debeatures alive for the purposes of to -lasuc; and in exercising such a tight, the 
company shall have, and shall be deemed always to have had , power to ro - issue the 
debenturcs oither by re - issuing the same debcntures or by issuing other debcntures in 
their place . 


(2) Upon such re- issuc, the person entitled to the debentures shall have , and shall be 
deemed always to have had , the same rights and priorities as if the debentures had 
never been redeemed . 


( 3) Where with the object of keeping debentures alive for the purpose of re -issue , 
they have been transferred to a nomince of the company, a transfer from that nominoc 
sba )] be doomed to be a rt -inguc for the purposes of this section . 


( 4) Whore a company has deposited any of its dobentures to scoure advancos from 
time to time on current account or otherwise , the debenturos shall not be doctod .to 
have been redcomed by trason only of the account of the company having consod to be 
in debit whilst the debcnturcs remained so deposited . 


(5) The re - issue of a debenture or the issue of another debenture in its place under 
the power by this section given to , or doomod to have bocn possessod by , a company, 
shall be treated as the issue of a new debcntute for the purposes of statap duty , but it 
shall not bc so treated for the purposes of any provision limiting the amount or number 
of debentures to be issued : 


Provided that any person londing money on the sccurity of a debenturo to -lagued 
under this section which appears to be duly stamped may give the debcpture in 
evidence in any proceedings for enforcing his socurity without payment of the stamp 
duty or any penalty in respect thereof , unless he had notico or , but for his negligence , 
might have discovered , that the debenture was not duly stamped ; but in any such case 
the company shall be liable to pay the proper stamp duty and ponalty . 


110 . A contract with a company to take up and pay for any dobentures of the Specific 
company may be chforced by a doctoc for specific performancc . 

performance 
of contract 
to subscribo 
for 
dobentures . 


111. (1) Wheto either 


(a ) a receiver is appointed on behalf of the bolders of any debentures of a 
company accured by a floating charge; or 


(b ) possession is taken by or on behalf of those debenture holders of any property 
comprisod in or subject to the charge; 


Payments of 
certain 
dobts out 
of assets 
subject to 
floating 
charge in 
priority to 
claims 
under the 
charge . 


then , if the company is not at the time in course of being wound -up , the debts which 
in every winding- up art , under the provisions of Part VII rolating to proferential 
payments , to be paid in priority to all other debts, shall be paid forthwith out of any 
Assets coming to the hands of tho tocolvet or other porson taking poncasion as 
aforesaid in priority to any claim for principal or interest in tospect of tho dobonturos . 
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(2) In the application of the provisions aforesaid , section 359 shall be construed as 
if the provision for payment of accrued holiday remuncration becoming payable on the 
termination of employment before or by the effect of the winding up onder or resolution 
were a provision for payment of such tcmuneration becoming payable on the 
termination of employment before or by the effect of the appointment of the tcociver or 
possession being taken as aforesaid . 


(3) The periods of time mentioned in the said provisions of Part VII shall be 
reckoned from the date of appointment of the receiver or of possession being taken as 
aforosaid , as the case may be . 


(4) Any payments made under this section shall be recouped , as far as may be , out 
of the assets of the company available for payment of general creditors. 


Acceptance of deposits 


Acceptanco 
of doposito 


112 . (1) No private company shall invite or acccpi deposits from persons other than 
its members , directors or their relativas . 


by 


companies . 


1 of 1956 . 


( 2) No privato company, which had bccome a public company by virtue of section 
43A of thc Companics Act, 1956 and continues to remain so after the comincnocrnent 
of this Act, shall invite or accept doposits from the public or renew the deposits which 
have been accepted before such commencement. 


(3) The Central Government may, in consultation with the Reserve Bank of India , 
prescribe the limits up to which , the manner in which and the conditions subject to 
which deposits may be invited or accepted by a public company cither from the public 
or from its tnctubcrs . 


(4) No public company shall invite, or allow any other person to invite or cause to 
be invited on its behalf , any deposit unless 


(a ) such deposit is invitod or is caused to be invited in scoordance with the rules 
made under sub -section ( 3); 


( » ) an advertisement, including therein a statement showing the financial position 
of the company , has been issued by the company in such form and in such manner 
As may be prescribed ; and 


(c) the company has not failed in regard to the repayment of any prior deposit of 
part thereof and any interest thereupon in accordance with the terms and conditions 
of such deposit. 


(5) The provisions of this Act relating to a prospectus shall, so far as may be, apply 
to an advertisement issued under clause (b ) of sub- scction (4 ). 


(0 ) A deposit holder may, at any time, make a nomination and the provisions of 
section 75 , shall , as far as may be , apply to thc nomination made under this sub 
section . 


(7) Where a private company invites or accepts deposits in contravention of sub 
section (1 ) , or a public company invites , accepts or roncws deposits in contravention of 
sub -section (2) or a public company invites, or allows any other person to invite of 
cause to be invited on its bchalf any deposit in contravention of sub -section ( 4), as the 
case may be , 
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(a ) the company shall be punishable , 


(i) where such contravention relates to invitation or acceptance of any doposit or 
tencwal of deposit , with fine not less than an amount cqual to the amount of the 
deposit so accopted ; 


(i ) whort such contravention relates to we invitation of any deposit , with find 
which shall not be less than five thousand tupocs but which may extend to anc 
lakh rupees ; 


(6 ) every officer of the company who is in default shall be punishable with 
imprisonment for a term which may cxtend to five years and shall also be liable to 


fine. 


(8) (a) Nothing contained in this section shall apply to 


( ) a banking company , or 


( ii ) such other company as the Central Govermcat may , alla consultation with 
the Reserve Bank of India , specify in this behalf . 


(6 ) Nothing contained in this section except the provisions relating to advertisotnent 
contained in clause (6 ) of sub- section (4 ), shall apply to such classes of financial 
companies as the Contral Government may , after consultation with the Reserve Bank of 
India, spocify in this behalf . 


(9 ) Notwithstanding anything contained in this Act, a company , which has failod to 
make repayment of any deposit acccptod undor this soction or part thoroof or interest 
thereupon in accordance with the terms and conditions of such deposit, shall not, - 


(a ) declaro or pay any dividond ; 


(b ) make any loan or give any guarantee or provide any security in connection 
with such loan ; and 


(c) make any investment in securities , 


till such failure is made good . 


emment may: lent reason , by ondernement of this Achofany 


(10) The Central Government may , if it considers it necessary for avoiding any 
hardship or for any other just and sufficient reason , by order issued either prospectively 
of retrospectively from a date not carlier than the comincncepcht of this Act, grant 
extension of time to a company or class of companies to comply with , or exempt any 
company or class of companics from , all or any of the provisions of this section either 
generally or for any specified period subject to such conditions as may be specified in 
the order: 


Provided that no order under this sub - section shall be issued in relation to a class of 
companics except after consultation with the Reserve Bank of India . 


( 11) Whore a company has failed to repay any deposit or part thereof or interest duc 
in accordance with the terms and conditions of such deposit, the Tribunal may , if it is 
satisfied , cither on its own motion or on the application of any depositor, that it is 
necessary so to do to safeguard the interests of the company , the depositors or in the 
public interest, direct, by order, the company to make repayment of such deposit or part 
thereof or interest thercon forthwith or within such time and subject to such conditions 
as may be specified in the order: 
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Provided that the Tribunal may , before making any order under this sub -section , give 
a reasonablc opportunity of being beard to the company, in respect of an arrangement, 
If any , proposed by the company for the repaymont of the deposits and interest thoroon 
and other persons interested in the matter. 


( 12 ) Whocver fails to comply with any order made by the Tribunal under sub-section 
(11) shall be punishablo with imprisonment which inay cxtend to three years and shall 
also be liable to a fine of not less than five hundred rupees for every day during which 
such non -compliance continues. 


Explanation . For the purposes of this section , " deposit" means any deposit of money 
with , and includes any amount bortowed by a company but shall not include such 
categories of amount as may be prescribod in consultation with the Reserve Bank of 
India . 


PART V 


REGISTRATION OF CHARGES 


Cortain 
charges to 
be void 
against 
liquidator 
or creditors 
unless 
registered 


113. (1) Subject to the provisions of this part, every charge crcated by a company 
shall, so far as any security on the company s property of undertaking is conferred 
thereby, be void against the liquidator and any creditor of the company, if any , unless 
the prescribed particulars of the charge , together with the instrument, if any , by which 
the charge is created or evidenced , or a copy thereof verified in the prescribed mannct, 
are filed with the Registrar for registration in the manner required by this Act within 
thirty days from the date of its creation : 


Provided that the Registrar may allow the particulars and instrument or copy as 
aforesaid to be filed within sixty days next following the expiry of the said period of 
thirty duys on payment of such foc as may be prescribed as the Registrar may 
determine , if the company satisfies the Registrar that it had sufficient cauc for not 
filing the particulars and instrument or copy within that period . 


(2) Nothing in sub - section (1 ) shall prejudice any contract or obligation for the 
tepayment of the money secured by the charge . 


( 3) When a charge becomes void under this scction , the money secured thereby shall 
immediately become payable . 


(4) Where a charge is created in India but comprises property outside India, the 
instrument creating or purporting to create the charge under this section or a copy 
thereof ycrified in the prescribed mennot, may be filed for registration , totwithstanding 
that further proceedings may be necessary to make the charge valid or cffectual 
according to the law of the country in which the property is situate . 


(5) Whorc a ncgotiable instrument has been given to secure the payment of any book 
debts of a company , the deposit of the instrument for the purpose of securing an 
advance to the company shall not, for the purposes of this section , be treated as a 
charge on those book debts. 


(0 ) Thc bolding of debcntures ontitling the holder to a charge on immovable property 
shall not, for the purposes of this section , be deemed to be an interest in immovable 
property . 


( 7) Where any charge on any property of a company required to be registered under 
this section has been so registered , any person acquiring such property or any part 
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thereof, or any share or interest therein , shall be deemed to have notice of the charge 
as from the date of such registration . 


114 . (1 ) Where a company acquires any property which is subjoct to a charge of any Rogistration 
such kind as would , if it had bech cteated by the company after the acquisition of thc of charges 
property, have beon roquired to be registored under this part, the company shall caus on propet 
the prescribed particulars of the charge , together with a copy ( certfied in the prescribed tics 
manner to a correct copy ) of the instrument, if any , by which the charge was crcatod acquirod 
or is cvidenced , to be delivered to the Registrar for registration in the manner required subjoct to 
by this Act within sixty days from the date on which the acquisition is completed : chargc . 


Provided that, if the property is situate , and thc charge was created , outside India , 
thirty days after the datc on which a copy of the instrument could , in due course of 
post and if despatched with due diligence , have been received in India shall be 
substituted for thirty days after the completion of the acquisition as the time within 
which the particulars and the copy of the instrutncht are to be delivered to the 
Registrar . 


(2) If a default is made in complying with sub- section (1), the company, and every 
officer of the company who is in a default, shall be punishablc with fino which may 
extend to five thousand tupocs . 


115 . ( ) Where a series of debentures containing , or giving by reference to any other Particulars 
Instrument, any charge to the benefit of which debenture holders of that scrics are to be filed 
entitled pari passu is created by a company , it shall, for the purposes of section 113, in caso of 
be sufficient, if there are filed with the Registrar, within thirty days after the axecution series of 
of the deed containing the charge or, if there is no such deed , after the execution of debentures 
any debentures of the series , the following particulats: 

commission , 
(a) the total amount secured by the whole series ; 

etc ., on 

dobonturos . 
(b ) the dates of the tosolutions authorising the issue of the series and the date of 
the covering deed , if any, by which the security is created or defined ; 


and 


(c ) a general description of the property charged ; and 


(d ) the names of the trustecs, if any, for the debenture holders; 


together with the deed containing the charge, of a copy of the dood verified in the 
prescribed manner , or if there is no such deed , one of the debentures of the series: 


Provided that , where more than one issue is made of debentures in the scrics, there 
shall be filed with the Registrar, for entry in the registar, particulars of the date and 
amount of each issue ; but an omission to do this shall not affoct the validity of the 
debcnturcs issued . 


(2 ) Where any commission , allowance of discount has been paid or made either 
directly or indirectly by 4 company to any person in consideration of his subscribing 
or agrecing to subscribe, whether absolutely or conditionally , for any debentures of the 
company , or procuring or agreeing to procure subscriptions, whether absolute or 
conditional, for any such debentures , the particulats required to be filed for registration 
under section 113 and sub - section ( 1) of this section shall include particulars as to the 
amount of tato per cent of the commission , discount or allowance so paid or made but 
an omission to do this shall not affect the validity of the debentures issued : 
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Provided that the deposit of any debentures as socurity for any debt of the company 
shall not, for the purposes of this sub - section , be treated as the issue of the dobontures 
at a discount. 


Rogister of 
chargos to 
he kept by 
Registrar . 


116 . (1) The Roglatrer shall , in rospoct of cach company , cause to be kept a register 
containing the particulars of all the charges rcquiring registration under this Part. 


( 2 ) Every company shall forward to the Registrar for being entored in the register 
kept undor sub -section ( 1) the particulars of all the charges toquiring rogistration under 
this Part lan such form and manner, within such period , and after payment of such focs, 
As may be proscribod : 


Provided that the porlod proscribed for registration under this sub - soction may , for 
reasons to bo rocordod in writing , be oxtended by the Registrar by a Iko poriod . 


(3) Tho particulars of the charges referred to in sub -section (1) shall relato to, 


(a ) in tho caso of a chargo to the bencfit of which the boldots of a series of 
debentures are entitled , auch particulars as are spocifiod in soction 115 ; 


(b ) in the case of any other charge, - 


( ) if the charge is a charge created by the company , the date of its creation , 
and if the charge was a chargo oxisting on property acquirod by the company, the 
date of the acquisition of the property ; 


(i ) the atmount sccured by the charge ; 


( iii ) short particulars of the property charged; and 


(iv) the patrons entitled to the charge . 


( 4) The pages of the register shall be consocutively putnbcrod and the Roglstrar 
shall, 


(2 ) Cavo to bo kept in such register in the prescribed form the documents of 
charges filed in such form and manner as may be prescribod ; and 


(b ) sign or initial every page of such register. 


(5) After entering the particulars of all the charges required under sub -section ( 1), the 
Rogistrar shall return the instrument, if any , or the verified copy thoroof, as the case 
may be , filed in accordance with the provisions of this part to the person filing it after 
duly stamping and signing as evidence of registration . 


The register kept in pursuance of this section shall be open to inspection by any 
porson on payment of such fec ag may be prescribed for cach inspection . 


(7) Thc Registrat shall koop a chronological index , in the prescribed for and with 
the prescribed particulars, of the charges registered with him in pursuance of this 


Part. 


Endotac 
ment of 
rogistration 


117 . ( 1) The company shall cause the fact of the registration given under sub -section 
(5) of section 116 , to be endorsed on every debenture which is issued by the company 
and the payment of which is secured by the charge so registered : 


on 


debenturc . 
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Provided that nothing in this sub -section shall be construcd as requiring a company 
to cause the fact of registration of any charge so given to be endorsed on any debenture 
issued by the company before the charge was created . 


(2 ) If any person knowingly delivers, or wilfully authoriscs or permits tho dolivaty 
of, any debenture which , under the provisions of sub -section ( 1), is roqutrod to have 
cndorsed on it a copy of certificate of registration , he sball, without prejudice to any 
other liability , be punishable with fino which may cxtend to ten thousand rupocs . 


118 . (1) It shall be the duty of a company to file with the Registrar for registration 
the particulars of every charge created by the company, and of every issue of 
debcntures of a scries , requiring registration under this Part; but registration of any such 
charge may also be effected on the application of any person interested therein . 


Duty of 
company as 
regards 
registration 
and right of 
interested 
party . 


(2 ) Whore registration is effected on the application of some person other than the 
company , that putson shall be entitled to recover from the company the amount of any 
fecs paid by him to the Registrar on the registration . 


( 3) Whenever the terms or conditions, or the extent or opcration , of any charge 
registered under this part are or is modified , it shall be the duty of the company to 
send to th . Registrat the particulars of such modification , and the provisions of this part 
as to registration of a charge shall apply to such modification of the charge. 


119 . ( 1) If any person obtains an order for the appointment of a receiver of, or of a Entry in 
person to manage, the property of a company , or if any petson appoints such rocoivat rogistor of 
or person under any powers contained in any instrument, he shall , within thirty days charges of 
from the date of the passing of the order or of making of the appointment under the appointment 
said powers , give potict of the fact to the Registrar; and the Registrar shall, on payment of receiver 
of the prescribed fee , enter the fact in the register of charges . 

or thanager. 


( 2 ) Whcte any person so appointed under the powers contained in any instrument 
ccascs to act as such , hc shall , on so ccaging, give to the registrar notice to that effect 
and the Registrar shall enter the notice in the register of charges . 


( 3 ) If any person makes a default in complying with the requirements of sub - section 
W ot sub - section (2 ), hc shall be punishable with fine which may extend to five 
hundred rupocs for every day during which the default continues . 


120. ( 1) The company shall give intimation in the prescribed form to the Registrar of 
the payment or satisfaction , in full , of any charge relating to the company and requiring 
registration under this Part, within thirty days from the date of such payment or 
satisfaction : 


Company to 
report 
satisfaction 


and 


prooedure 
thoroaftor . 


Provided that the Registrar may allow aforesaid intimation to be given within sixty 
days next following the expiry of the aforesaid period of thirty days on payment of 
such fco , as may be prescribed, if the company satisfies the Registrat that it had 
sufficient cause for not giving the intitnation within the said period. 


( 2) The Registrar sball, on receipt of such intimation, and after being satisfied that it 
is completo in all respects, order that a momorandurn of satisfaction shall be entered 
in the register of charges. 


(3) Nothing in this section shall be deemed to affect the power of the Registrar to 
make an entry in the register of charges under soction 121 otherwise than on rcccipt of 
an intimation from the company . 
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121. The Registrar may, on evidence being given to his satisfaction with respoct to 
any registered charge, 


Power of 
Registrar 
to mako 
entrics of 
satisfaction 
and release 
in absence 
of intima- 
tion from 
company . 


(a ) that the debt for which the charge was given has boon paid or satisfied in 
whole or in part; or 


(b ) that part of the property or undertaking charged has boon released from the 
charge or has ccased to forn part of the company s property or undertaking ; 


cater in the register of chargos a memorandum of satisfaction in whole or in part, or of 
the fact that part of the property or undertaking has been relcasod from the charge or 
has ccasod to form part of the company s property or undertaking , as the case may be , 
notwithstanding the fact that no intimation has been received by him from the company . 


(2 ) Where the Registrar enters a fpcmorandum of satisfaction in whole or in part , in 
pursuance of soction 120 or this section , he shall furnish the company with a copy of 
the mcmorandutn . 


122 . (1) The Tribunal, on being satisfiod — 


Rectification 
by Tribunal 
of register 
of charges . 


(a ) that the omission to file with the Registrar the particulars of any charge created 
by a company or of any charge subject to which any property has boon acquired by 
the company or of any modification of any such charge of of any issue of debcnturcs 
of a series, or that the omission to register any charge within the time required by 
this Part, or that the omission to give intimation to the Registrar of tho payment or 
satisfaction of a charge, within the time required by this Part, or that the omission or 
mis -statement of any particular with respect to any such chargo, modification or issuo 
of debenturce of a scrios or with respect to any memorandum of satisfaction or other 
ontty made in pursuance of section 120 or section 121 , was accidental or due to 
inadvertence or to some other sufficient causo or is not of a nature to prejudice the 
position of croditors or shareholders of the company ; or 


(b ) that on other grounds it is just and quitablo to grant relief, 


may on the application of the company or any person interested and on such torms and 
conditions as seem to the Tribunal just and expedient, direct that the time for the filling 
of the particulars or for the registration of the charge or for the giving of intimation of 
payment or satisfaction shall be extended or, as the case may require, that the otnikion 
or mis-statement shall be tectifiod . 


(2 ) Tho Tribunal may make such order as to the costs of an application under sub 
soction (1) as it thinks fit. 


(3) Where the Tribunal extends the time for the registration of a charge, the order 
shall not prejudice any rights acquired in roapoct of the property concerned before the 
chargo is actually registered . 


Penalties . 


123 . (1) If a default is made in flling with the Registrat for registration the 
particulars 


(a ) of any charge created by the company ; 

( ) of the payment of satisfaction of a debt in respect of which a charge has been 
registered under this Part; or 


(c ) of the issues of debanturcs of a serias, 
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requiring registration with the Registrar under the provisions of this part, then ulos tho 
registration has been effected on the application of some other person , the company , and 
every officer of the company at other person who is in a default, shall be punishable 
with fino which may extend to five thousand rupees for every day during which tho 
dofault continucs . 


(2) Subjoct as aforesaid , if any company makes a default in complying with any of 
the other requiremonts of this Act as to the rogistration with the Regbetrar of any chango 
created by the company a of any fect connocted therewith , the company , and ovary 
officot of the company who is in a dofault, shall without projudict to any other liability , 
be punishablo with fine which may axtond to ten thousand tupoos . 


124 . (1) Evory company shell koop at its registered offico e toglatot of charged and 
enter therein all chargou specifically affecting property of the company , and all floating 
charges on the undottaking or on any property of the company, giving to cach case , 


Company s 
reglator of 
charges . 


(i) a short description of the property charged ; 


(ii) tho amount of the charge ; and 

(UI) except in the case of securities of bearer, the name of tho person 
to the chargo . 


antitod 


(2 ) If any officer of the company knowingly omits , or wilfully authoriacs or permits 
the omission of, any entry roquired to be made in purance of abscotion (1), be shall 
be punishablc with fino which may extend to five thousand tupoos . 


(3) Every company shall cause a copy of every instrument creating any curge 
foqutring registration under this put to bo kopt at the reglatered office of the company : 


Provided that, in the case of a series of uniform dobenturos, 1 copy of ovo dobenturo 
of the series shall be sufficient. 


(4 ) Tho copies of instruments creating chargos kopt in pursuance of sub-section ( 3) 
of this soction , and the registor of charges kept in pursuance of sub -section (1 ) of this 
scctlon , shall be open during busincas hours (but subjoct to such reasonable roatrictions 
us the company in a goncral mooting may impose , so that not less than two hours in 
cach day are allowed for inspection ) to the inspection of any creditor of member of 
the company without foc, at the registered office of the company . 


(1) Tho register of charges and the coplas of instruments kept m putaupot of this 
soction shall also be open , during businco hours but subject to the reasonablo 
rostrictions aforcsold , to the inspoction of any other person on payment of a fac of such 
sum as may be prescribed for coch inspection , at the registerod office of the company . 


(6) If the inspection of the said rogister of copies of instruments is refused , the 
company , and overy officer of the company who is in a default , shall be punishablo 
with fine which may oxtend to five hundred rupoes and with a furthat fino which may 
extend to two hundred rupocs for ovory day during which the refusal continues . 
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PART VI 
MANAGEMENT AND ADMINISTRATION 

Chapter I 


GENERAL PROVISIONS 


Registered office and namo 


Rogtstarod 
office of 
tho 
априпу . 


125 . (1 ) A company shall , on and from the thirtieth day after the date of its 
Incorporation , have a registered office to which all communications and notices may be 
addrcosod . 


(2) Notice of the altuation of the rogistered office, and of cvety change theroin , shall 
be given within thirty days aftor tho dato of the incorporation of the oompany or after 
the date of tho change, as the case may be , to tho Rogistrar who shall record tho samo: 


Provided that except on the authority of a special resolution passed by the company , 
the toglstotod office of the company shall not be tomovod 


(a ) in the case of an existing company , outside the local limits of any city, town 
of village whore sach office is situated at the commcnocment of this Act, or where 
it may be situated later by virtue of a special resolution passed by the company ; and 


(b ) in the case of any other company , outside the local limits of any city , town or 
villago where anch office is first situatod , or where it may be situated later by virtue 
of a special tosolution pasod by the company . 


( 3) The inclusion in the annual return of a company of a statement as to the address 
of its registered office shall not be taken to satisfy the obligation imposod by sub 
section ( 2 ). 


(4) If default is made in complying with the requiremonts of this section , the 
company , and overy officer of the company who is in a default, shall be punishable 
with fine which may extend to five hundred rupees for cvcry day during which the 
default continues . 


126 . (1) Every company 


Publication 
of name by 
company . 


(a ) shall paint or affix its name and the address of its registered office , and kocp 
tho samc painted or affixed , on the outside of overy office or place in which its 
business is carried on , in a conspicuous position , in letters caslly legible ; and if the 
characters otoployed therefor Aro - not thosc of the language, o of one of the 
languages , in general uso in that locality , also in the charactets of the language or of 
one of those languages ; 


(b ) shall have its damo ongraven in logible charactors on its scal; and 


(c ) shall have its name and address of its rogistered office mentioned in logiblo 
characters in all its business letters , in all its bill heads and letter paper, and in all its 
Dotices and other official publications; and also have its name go mentioned in all 
bills of exchange, hundics, promissory notes , cadorsements , cheques and orders for 
moncy or goods purporting to be signed by or on behalf of the company , and in all 
bills of parocks , involcos , roccipts and letters of crodit of the company . 
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( 2) If a company does not paint or affix its name and the address of its registered 
offico, ot koop the same paintod ot affixed in the mannct directed by clavac (a) of ab 
scction (1), the company , and every officer of the company who is in a default, shall 
be punishablo with fine which may extend to five hundred rupoos for not ao painting or 
affixing its name and the address of its registcrod offloc, and for overy day during 
whaloh its name and the addreas of the registered office, is not so kopt paintod or 
affixod. 


( 3) If a company fob to comply with clauso (b ) of clause ( c) of aib -soction (1 ), the 
company shall be punishable with fine which may extand to five thousand rupea . 


( 4) If an officer of 


company of any potson on its behalf 


(a ) usos , or authoriacs tho xc of, any soal purporting to be a goal of the company 
wheroon its natne is not capravan in tho marmor fortald ; 


(b ) mes , or authorises the land of, any business letter, bill head , lettet papat , 
notico or other official publication of tho company wborcin its name and the address 
of its registered offloe are not mentionod in the manner aforcaald ; 


(c ) signs , of authorises to be signed , on behalf of the company , any bill of 
exchange , hundi, promissory noto, endorsement, choquc or order for moooy or gooda 
wherein its name is not mentioned in the mannor aforcaald ; or 


(d) Lapon, or authortoos tho kremo of, any bill of parook , buvolo, toochpt or lottor 
of crodit of the company , wherein its name is not mentionod in the magnet aforesaid ; 


much officer or petson shall be punishable with fine which may cxtend to five thousand 
mpocs , and shall futhat be personally liable to the holder of the bill of exchange, 
hundi, pronbooty noto , choquo ot andet for money of goods, for the wount thatoof, 
unions it bos duły paid by the company . 


127 . (1 ) Where may notico , advertisement or other official publications of many boginons Publication 
letter , bill hond or lettet paper , of a company contains a statemont of the amount of the of authort 
authorised capital of the company, such potice, advortlacogent or other onda sad as well 
publication of such lottat , bill boad or lotter pupot, shall also contain a statement, la an subact 
oqually prominent position and in oqually conspicuous characters , of the amount of the bod and 
capital which has been subacribod and the amount paid up . 

paid - up 

capital. 
(2 ) If default is made in complying with the roquirements of sub - sootion (1), tho 
company, and overy officer of the company who is in default shall be punishable with 
fine which may extend to tan thousand napocs. 


Registers of members and debenture holders 


123 . ( 1) Evary company shall koop in one or more books a roglasor of its membots Regleta mad 
and a rogitor of holders of its dobaptures and entor therein the following particulars , mamoly: - bader of 

wombats 
(a ) the nato and address of coch mamber and dcbonture holder; 

and 

debanture 
(b ) the shares hold by ouch inomber distinguishing aach share by ito number, boldera 
arocpt where such sharcs are hold with a depository, and the amount paid or agreed 
to be considcted as paid on those shares ; 


(c ) the debenturos held by cach holder, distinguishing cach dobonako by its 
Qumber , exocpt where such debonturos are hold with a depository, and the amount 
paid or agrood to be conskderod as paid on tbosc dcbontures ; 
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( d ) the date at which cach person was cntcted in the rogister as member of 
debenture holder; and 


(e ) the date at which any person ccased to be a member or debonture holder . 


( 2) If default is made in complying with sub - soction (1), the company and every 
officer of the company, who is in a default, shall be punishablc with finc which may 
extend to five hundred rupces for cvcry day during which the default continucs . 


(3) Every company having more than fifty members or fifty dobenture holders shall, 
unless the register of members of the register of debcnture holders , as the case may 
be , is in such a form as in itself to constitute an index , kocp an index (which may be 
in the form of card index ) of the names of members or debenburc holdots of the 
company and shall, within fourteen days after thc date on which any altoration is mado 
in the register of members or, as the case may be , register of debenture holders, mako 
the necessary alterations in the index . 


(4) The index shall , in respect of cach member or debenture holder, contain a 
sufficient indication to enable the entrics relating to that membor or debenture holder in 
the register of members or the register of debenture holders , as the case may bo , to be 
readily found. 


(5) The Index shall, at all times, be kept at the same place as the register of metnbers 
or the register of debenture holders. 


(6 ) If default is made in complying with sub- sections ( 3), ( 4) and (5 ), the company, 
and every officer of the company who is in a default, shall be punishable with fine 
which thay extend to five thousand rupecs. 


(7) Sub - sections (1) to (4) shall not apply with respect to debontures which , ex facie , 
are payable to the beator thereof . 


(9) A comp in some in 


(8) A company may, after giving not less than seven days previous notice by 
advertisement in some newspapers circulating in the district in which the rogistered 
office of the company is situatc , close the register of members or the tegister of 
debcnture holders for any period of periods not exceeding in the aggregato forty - five 
days in cach year, but not exceeding thirty days at any one time. 


frate, close tods not every one time. 


(9 ) If the register of membors or of debenture holders is closed without giving the 
notice provided in sub - soction (8), or after giving the shorter notice than that so 
provided , or for a continuous or an aggregate period in excess of the limits specified in 
that sub -section , the company , and every officer of the company who is in default, shall 
be punishable with finc which may extend to five thousand rupees for every day during 
which the register is so closed . 


( 10 ) A company may , potwithstanding the particulats of its members and holders of 
its dobentures are provided in sub- section (1), kecp a record of the particulars of its 
members and holders of its debentures as requirod under the said section in computer 
floppics or diskettes , and may provide such safeguards as may be prescribod : 


Provided that, except the manner of keeping particulars of members and holdots of 
debcntures of the company , the other provisions of this part shall apply to record kept 
on computer floppies or diskettes in the same manner as they are applicablo to the 
rogister and the index of metabots and holders of debontures of the company. 
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(11) The register and index of beneficial owners maintained by a depository unda 
section 11 of the Depositories Act, 1996 , shall be deemed to be a rogister and index 
of members or debenture holders , as the case may be, for the purposes of this Act. 


22 of 1996 . 


129 . No notice of any trust, express , implied of constructive, othor than mutual trusts 
and such other trusts as may be notified , shall be entered on the register of members 
or of debcnturc holders . 


Trust not 
to be 
ontored on 
register. 


Annual returns 


130 . (1 ) Every company , whether having 4 shart capital or not, shall , within thirty 
days from the day on which cach of the annual general moctings referred to in section 
133 is held , prepare and file with the Registrar a return containing in such form as may 
be prescribed , regarding 


Annual 
tcturn to 
be made by 
a company 


(a ) Its registored office ; 

(b ) the register of its motnbcrs containing the names of fivo hundred mombers who 
hold the largest number of shares or the actual number of members, whichever is 
lower , 


(c ) the rogister of its debenture holders containing five hundred dobenture holders 
who hold the largest number of dobentures or the actual nutnber of dobenture holders , 
whichever is lower ; 


(d ) its securities; 


(e ) its indebtedness; 


0 its directors , managing and whole - timc directors, manager, sccrotary and chief 
financial officer; 


(8 ) the particulars relating to forcign depository receipts issued by the company; 


(h ) particulars of every employee who was in receipt of remuneration exceeding 
five lakh rupees or such higher romuncration as may be proscribed ; and 


(1) particulars of every employee who was in receipt of remuneration which is in 
excess of that drawn by the managing director or whole -time director of manager and 
holds by himself or along with his spouse and dependent children not less than two 
per cent of the equity shares of the company. 


(2 ) Thc return required to be filod under this section shall bo in the proscribed form 
or as near thcrcto es circumstances admit, and where the return is filed even though the 
annual general meeting has not been held on or before the latest day by which it should 
have boon held in accordance with the provisions of this Act, the company shall file 
with the return a statement specifying the reasons for not holding the annual general 
meeting. 


(3 ) A copy of the amual return to be filed with the Registrar under this section shall 
be signed by the managing director, if any , or signed both by a director and by the 
manager or secretary of the company , or where there is no tanagar or socretery, by 
two directors of the company : 


Provided that where the annual return is filed by a listed public company , the copy 
of such annual return shall also be signed by a secretary in whole -titnc practice . 
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( 4) Any rofatenoo in this section or in any prescribed fomm , to the day on which an 
annual goncral mocting is bold or to the date of the amual general meeting shall , whore 
the annual goberal mooting for any year has not boon bold , be construod as a tofaronco 
to the latest day on or boforo which that meeting should have boon hold in accordan.co 
with the provisions of this Act . 


(5) There shall also be filled with the Registrar along with the return a cortificato 
signod by the signatories of the rotum , stating 


(a ) that the return statos the facts us thoy stood on the day of the amual goporal 
meeting aforesaid , correctly and completely ; 


(b ) that sinoc the date of the lost anual return the transfer of all sharon and 
debentures and the love of all further oertificatou of shatos and dobonturos buvo boon 
appropriately tooorded in the boolo maintainod for the purpose; and 


(c) in the case of a privato company alao , ) that the company has pot, since tho 
date of tbo amual general mooting with tofatotoo to which the last toturn was 
submittod , or in the case of u first return , sinoe the date of the Incorporation of the 
company , bosuod any invitation to the public to subscribe for any sharos or debenturos 
of the company , (i ) that, what the annual rotum dlaclock the fact that tho numbor 
of members of the company cxocodo Afty , the excess constata wbolly of persons who 
undor sub - clauso (6 ) of clanso (UI) of anb - soction (1) of section 3 are not to be 
included in tockoning the member of fifty , and that the company has not Inyitod of 
acooptod deposits from the public, other than from its members, directots of their 
relativou . 


(6) If a company fails to comply with any of the provision contained in this section 
or in the prescribed fotto of ammual return , the company , and avaty offloer of the 
company who is to default , shall be punishable with finc which may axtond to fivo 
hundrad nupocs for every day during which the default continues . 


Commoncom 
bont of 
business , 


131 . (1) A company having share capital, whether or not it has issued a prospectus 
toviting the publlo to subscribe for its shares, shall pot ut my time commence any 
bustnous unlou 


(a ) the company has approved of the commcnoement of any such business by a 
special resolution possod in that behalf by it in general meeting; and 


(b ) there has bocn filed with the Rogistrar e duly vorified declaration by one of 
the diroctots of the scaretary ot , where the company has not appointod a socretary , 
1 Socrotary in wholo -time practioc , in the proscribed form , that clauso (a ) of this ab 
poction of, as the case may be, sub-soction (2) has bochi complied with. 


(2) Notwithstanding anything containod in sub - potion ( ) what Do much spoola 
fosolution as is rofarrod to in that sub-scotian lo pomod but the voton out (whothor o 
a show of banda , or, the cwo tway be , an polt ) in favour of the proposal to 
commenc any baninous containod in the rosolution moved in that pananal poeting 
( including the casttog voto , if any , of the chaltman ) by moubor who, bolny entitled to 
do so , votc in person , or wbare proxies , are allowed, by proxy axcoed the votos, if any , 
anut agaimat the proposal by membots so ontitlod and voting , the THbunal may, on an 
application made to it by the Board in this behalf , allow the company to commence 
auch busco as if the proposal had boch passod by a spoclal toolution by the 
company in general mooting . 
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(3 ) Any contract made by a company before the dato at which it is entitled to 
commcnoc bustnces shall be provisional only and shall not be binding on the company 
until that dato , and on that date it shall become binding . 


(4) Nothing in this soction shall prevent the simultancom offer for subscription of 
allotment of any shares and debentures of the receipt of any money payable on 
application for debentures . 


(5) If any company commencer business or excrcises borrowing powers in 
contravention of this soction , cvery person who is responsiblo for the contravention 
shall, without prejudice to any other liability , be punishable with fine which may extend 
to five thousand rupoes for ovoty day during which the contravention continues . 


(0 ) Nothing in this scction shall apply to a Government company . 


General provisions regarding registers and returns 


132 . (1) The register of pembets cottoncing from the date of the registration of 
the company , the index of members, the rogister and index of debcnture holda , and 
copies of all annual roturns prepared under section 130 , shall be kept at tho rogisterod 
office of the company : 


Place of 
kooping 
and inepoc 
tion of 
tegisteto 
and 
toturns, 


Provided that such rogistots , indoxos and returns or any or more of thot may, Instand 
of being kept at the registered office of the company, be kept at any other place within 
the city , town or village in which tho rogistered office is situato , or within any othot 
city , town or village in which a substantial number of mombats or debcnture boldots 
catered in the register of mombots of debcnture holders, as the case may be, took 


(1) Arch other place has been approved for this purpose by a spodal resolution 
passod by the company in general mocting, and 


( ii) the Rogistrar has been given in advance a copy of the proposed special 
resolution . 


(2) Notwithstanding anything contained in sub -soction ( 1), the Central Government 
may make tulos for the preservation , and for the disposal whothor by dostruction or 
otherwisc, of the registers , indexes and returns toforted to in aub -section (1 ). 


(3) The registers , indexos and returns reforred to in sub-section (1) shall oxcept when 
the rogister of members or debenture holders is closed under the provislons of this Act , 
be open during business hours ( aubject to such reasonable restrictions , us the company 
may impose, so that not leas than two hours in each day are allowed for laspoction ) to 
the inspection 


(a) of any member or debenture holder, without any foc; and 


(b ) of any other porson , on paymont of such sutn as may be prescribod for cach 
inspection . 


( 4) Any such member, debenture holder or other person may 


(a ) make extracts from any register, Index , or copy referred to in sub - soction (1) 
without any fee or additional foc , as the case may be ; or 


(6 ) require a copy of any such register, index ot copy or of any part thotoof, co 
payment of such sum as may be prescribed . 
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(5 ) The company aball cause any copy toquirod by any poison undat clause (b ) of 
Ab-soction (4) to be sent to that person within a period of ten working days from the 
day on which thc roquirement is toccived by the company . 


(6 ) If any inspoction , or the making of any extract toqutrod under this soction , is 
rowad , a ff any copy toquired under this soction is not sent within the period 
spocified In Rib-section (5) , the company , and cvay officer of the company who is in 
a default, shall be punishable , in rospoct of cach offence , with finc which may extend 
to five humdrod rupees for every day during which the refusal or default continuca. 


(7) The Tribunal may also, by order, compol an immodiate inspection of the 
document, or direct that an extract thereof shall forthwith be allowed to be taken by the 
person requiring it, or that the copy shall forthwith be sent to the person roquring it, 
as the caso may be . 


(8) The register of momboto , register of dobenture bolders and annual returns toforrod 
to in sootion 133 , shall be prima facie ovidonor of my matters dirootod or authorlood 
to bo inaertod thotoha by this Act. 


Meetings and its proceeding 


Amuel 
General 
Mooting. 


133 . ( 1) Bvory company shall in cach year hold in addition to any other mootings a 
general mootiog as its annual gobchal mooting and abal spoally the mooting as such in 
the notions calling it; and got more than fifteen months shall clapoo botwean the date of 
ope ammual gaboral mooting of a company and that of the next: 


Provided that a company may hold its first anual general mooting within a period 
of not more than oightoon months from the date of its incorporation ; and if such genotu 
moeting is hold within that period , it shall not be noccrsary for the company to hold 
my amuul general moeting in the your of its incorporation or in the following year: 


Providod further that the Registrar may , for any special reason , extend the time within 
which ay ampul general meeting (not being the first anmal goncral mooting ) shall be 
hold , by a period not cxccoding three months . 


(2 ) Evay annual general meeting shall be called during businco hours, on a day that 
is not a public holiday , and shall bo hold either at the registorod office of the company 
or at some othor place within the city , town of village in which the toglatered offlor of 
the company is situato: 


Providod that the Central Goventoont may axompt any class of companies from the 
provisions of this sub - soction subjoct to sucha condidons as it may impose: 


Provided further that 


(a ) a public company or a privato cotopany which is a subsidiary of a publlo 
company , may by its articles fx the dmc for its annual gobotal mootings and may 
aloo by a rosolution pagood in ono annual gonoral mocting fix the timo for its 
mubooqocat smual general meetings; and 


(b ) a private company which is not a subsidiary of a public company, may in biko 
manner and also by a resolution agreed to by all the mombots thotoof, inx the time us 
woll as the place for its annual general mooting . 
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(3) If default is mado in holding an amul general mooting in accordanoc with this 
sootion , tho THbunal may, notwithstanding anything in this Act a in the articlas of the 
compatny , on the application of any momber of the company, call or direct the calling 
of, gohoral mocting of the company and givo much ancillary or comoquential diroctions 
as the Tribunal thinks expedient in relation to the calling , holding and conducting of the 
meeting. 


Explanation . — Thc diroctions that may be given under this sub-soction may include 
a diruation that one tomber of the company proocht in person or by proxy shall be 
doomod to constituto e pocting . 


( 4) A general mooting held in pursuance of sub -section ( 3 ) sball , abjact to any 
diroctions of the Tribunal, be doomed to be an annual general mooting of the company . 


(5) If a default is made in bolding , mocting of the company in wooordance with this 
section , or in complying with any diroctions of tho Tribunal undor sub - section ( 9), the 
company, and every officer of the company who is in default, shall be punishablo with 
fine which may oxtend to fifty thousand rupees and in the case of a continuing a 
default, with a further fine whloh may axtend to two thousand tivo hundrod tupoos for 
cvety day after the first during which such a default continues . 


134 . (1) The Board shall , on the requisition of auch number of members of the 
company as is specified in sub -section (4), forthwith prococd duly to call a 
extraordinary general mooting of the company which shall be hold althor at the 
rogistored office of the company or at some other place within the dty , towa at villago 
in which the toglatorod offloc of the company is situate . 


Calling of 
oxtra 
ordinary 
general 
mooting on 
requisition . 


(2) Tho roquisition shall set out the mattato for the consideration of which the meeting 
is to be callod , shall be signod by tho toquisitionists , and shall be dopositod at the 
reglatorod office of the company . 


(3) The roquisition may consist of soveral documents in like form , bach signed by 
one or more toquisitionists. 


( 4) The number of mombats entitled to roqulaltion a mocting in rogard to my mattor 
shall be 


(a ) in the case of a company having a short capital, such tumbor of them hold 
at the date of the deposit of the toqulltion not less than ono-tenth of such of the 
paid- up capital of the company AB at that dato catrics the right of voting in regard 
of that matter ; 


(b ) in the case of a company not having a share capital, ach number of them as 
bavo at tho dato of deposit of the requisition not less than one-tenth of the total 
voting power of all the members having at the said date a right to voto in regard to 
that matter. 


(5) Where two or more distinct matters are specified in the requisition , the provisions 
of mub -soction (4 ) shall apply separately in tegard to cach sach mattat ; and the 
roquisition aball accordingly be valid only in respect of thoso matters in rogard to which 
the condition specified in that sub - section is fulfilled . 


(0 ) If the Boand does not, within twenty - onc days from the date of the deposit of a 
valid requisition in regard to any matters , procood duly to call a mocting for the 
consideration of those matters on a day not later than forty -five days from the date of 
the deposit of the requisition , the mocting may be called 
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(a ) by the requisitionists themselves ; 


(6 ) in the case of a company having a share capital , by such of the requisitionists 
as represent cithar a majority in value of the pald -up share capital held by all of them 
or not less than one -tenth of such of the paid -up share capital of the company as is 
referred to in clause (a ) of sub -section (4), whichever is less ; or 


(c) in the case of a company not having a share capital, by such of the 
requisitionists as represent tot less than one-tenth of the total voting power of all the 
members of the company referred to in clausc (b ) of sub - section ( 4). 


Explanation . - For the purposes of this sub - section , the Board shall, in tho casc of a 
mecting at which a resolution is to be proposed as a special resolution , be deemed not 
to have duly convened the meeting if they do not give such notice thereof as is 
roquired by sub -section (2 ) of soction 149 . 


( 7) A mocting called under sub- section (0 ) by the requisitionists or any of them shall 
be called in the same manner, as nearly as possible , as that in which meetings are to 
be called by the Board ; but shall not be held after the expiration of three months from 
the date of the deposit of the requisidon . 


( 8) Where two or more persons hold any shares or interest in a company jointly , a 
rcquisition , or a notice calling a meeting, signed by the first of them shall, for the 
purposes of this section , have the same force and cffcct as if it had been signed by all 
of them , 


(9 ) Any reasonable expenses incurred by the requisitionists by reason of the failure 
of the Board duly to call a meeting shall be re-paid to the requisitionists by the 
company ; and any sum so paid shall be recovered by the company out of any sums duc 
or to become duo from the company by way of focs or other remuneration for their 
services to such of the directors as were in a default . 


135. (1) The provisions of sections 136 to 144 


Sections 
136 to 144 
to apply to 
mootings. 


( ) shall, notwithstanding anything to the contrary in the articles of the company , 
apply with respect to general meetings of 4 public company, and of a privato 
company which is a subsidiary of a public company ; and 


( ii) shall , unless otherwise specificd therein or unless the articles of the company 
otherwise provide, apply with respect to general mectings of a private company which 
is not a subsidiary of a public company . 


(2 ) Unless the articles of the company or a contract binding on the persons concemed 
otherwise provide, sections 136 to 144 with such adaptations and modifications , if any, 
As may be prescribed , shall apply with respect to moctings of any class of members , or 
of debenture holders or any class of debcnture holders , of a company , in like mantic 
as they apply with respect to general moctings of the company . 


Length of 
notice for 
calling 
mecting. 


136 . (1) A gencral meeting of a company may be called by giving not less than 
twenty -onc days potice in writing. 


(2) A general meeting , other than the annual geticral meeting of a listed public 
company , may be called after giving shorter notice than that specified in sub- section (1), 
if consent is accorded thcreto 


() in the case of an annual general meeting , by all the members entitled to vote 
thcreat; and 


SEC . 2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


91 


( ii) in the case of any other meeting, by members of the company 


(a ) holding , if the company has a share capital, not less than ninoty -fivc per 
cent. of such part of the paid -up share capital of the company as gives a right to 
vote at the meeting; or 


(b ) having , if the company has no share capital, not less than nincty -five per 
cent. of the total voting power cxcrcisable at that meeting : 


Provided that where any members of a cotopany are entitled to vote only on some 
resolution or resolutions to be moved at a mocting and not on the others , those 
mcmbcts shall be taken into account for the purposes of this sub -section in tcspoct of 
the former resolution or resolutions and not in respect of the latter . 


137. (1 ) Every notice of a mocting of a company shall specify the place and the day Contents 
and hour of the meeting , and shall contain a statement of the business to be transactod and manpot 
thereat and the notice of an annual general mocting shall also state that the registers of servico 
maintained under sections 128 , 237 and 241 shall be open for inspection during and at of potico 
the place of meeting. 

and patrons 

on wbom it 
(2) Notice of every mocting of the company shall be given 

is to bc 

served . 
(i) to every member of the company , in any manner authorised by sub -sections 
(1) to (4) of section 26 ; 


( ii ) to the persons entitled to a share in consequence of the death or insolvency 
of a member, by sending it through the post in a pre -paid letter addressed to them by 
name, or by the title of representatives of the deceased , or assignees of the insolvent, 
or by any likc description , at the address , if any , in India supplied for the purpose 
by the persons claiming to be so chtitled , or until such an address has bocn 80 
supplied , by giving the potice in any matter in which it might have been given if 
the death or insolvency had not occurred ; and 


(iii ) to the auditor or auditors for the time being of company, in any manner 
authorised by section 26 in the case of any member or members of the company : 


Provided that where the notice of a meeting is given by advertising the same in a 
newspaper circulating in the nighbourhood of the registered office of the company 
under sub -section (5) of section 26 , the statement of material facts referred to in sub 
section (2 ) of section 138 nood not be annexed to the notice as required by that soction 
and it shall be sufficient if the advertisctncnt mentions that the said statement has been 
forwarded to the members of the company . 


( 3) The Accidental omission to give notice to , or the non -receipt of notice by, any 
member or other person to whom it should be given shall not invalidate the procoodings 
at the faceting 


138 . (1) For the purposes of this section 

Explanatory 

statottant 
( a ) in the case of an annual general meeting , all business to be transactod at the to be 
meeting shall be deemed special, with thc cxception of business relating to (i) the annexed to 
consideration of the accounts , balance-sheet and the reports of the Board and auditors, notice. 
( ii ) the declaration of a dividend, (ii ) the appointment of directors in the place of 
those retiring, and (iv ) the appointment of, and the fixing of remuneration of the 
auditots ; and 
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(b ) in the case of any other meeting, all business shall be decmod special. 


(2 ) Where any items of business to be transacted at the meeting are docinod to be 
special as aforesaid , there shall be anncxod to the notice of the meeting a statement 
setting out all material facts concerning each such item of business, including in 
particular the nature of concern or interest or the financial implications and specific 
naturt of the interest of any director or his relatives of the manager, if any, in such a 
manner as to enable a shareholder to exercise his judgment in a meaningful manner: 


Provided that whore any item of special business as aforesaid to be transactod at a 
meeting of the company relates to , or affects , any other company , the extent of 
sharcholding interest in that other company of overy director his relatives and the 
manager , if any , of the first mentioned company shall also be set out in the statement 
if the cxtent of such shareholding interest is not less than twenty per cent of the paid 
up share capital of that other company. 


( 3) Whcte as a result of the non - disclosure or insufficient disclosure being made by 
a director or manager, if any benefit accrues to the director or his relatives of manager 
either directly or indirectly , the director or the manager shall hold such benefit in trust 
for the benefit of the company and he shall , without prejudice to any other penalty 
leviable under this Act or under any other law for thc time being in force, be liable to 
reimburse the company or where such benefit cannot be dotortnined in terms of 
monetary value, compensate the company to the extent of the benefit received by him . 


( 4) Where any item of business consists of the according of approval to any documcht 
by the tpcoting , the timo and place where the document can be inspected shall bo 
specifiod in the statement aforesaid . 


(5) If default is made in complying with the provisions of this section , every officer 
of the company shall be punishable with imprisonment for a term which shall not be 
less than six months but which may extend to five ycars and find which shall not be 
less than ten thousand rupees. 


Quorum for 
mecting 


139 . (1 ) Unless the articles of the company provide for a larger number, two 
members personally present in the case of a private company, five members personally 
present in the case of an unlisted public company and fifty members of members 
constituting one per cent. of the total number of members of the company , whichever 
is less, personally present in the case of a listed public company shall be the quorum 
for a meeting of the company . 


(2 ) Unless the articles of the company otherwise provide, the provisions of sub 
sections (3), (4) and (5) shall apply with respect to the meetings of a company . 


(3) If within half an hour from thc time appointed for holding a meeting of a 
company, a quorum is not present, the mceting , if called upon the requisition of 
members , shall stand dissolved . 


(4 ) In any other case , the mecting shall stand adjourned to the same day in the next 
week , at the same time and place, or to such other day and at such other time and 
place as the Board may delerminc . 


(5) If at the adjourned meeting also , & quorum is not present within half an hour 
from the timc appointed for holding the meeting, the members present shall be a 
quorum , 
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140 . (1) Unless the articles of the company otherwise provide, the chairman of the Chairman 
Board , if any , shall preside over all the inoctings of the company and wb to the of 
chairman is absent, the members personally present at the meeting shall elect one of meeting. 
themselves to be the chairman thcroof on a show of hands . 


( 2) If a poll is demanded on the election of the chairman , it shall be taken forthwith 
in accordance with the provisions of this Act, and the chairman elected on a show of 
hands shall cxercise all the powers of the chainman . 


( 3 ) If some other person is elected chairman as a result of the poll , he shall be 
chairman for the rest of the mecting . 


141. (1 ) Any member of a company cntitled to attend and vote at a meeting of the Proxas . 
company shall be entitled to appoint another person (whether a member or not) as his 
proxy to attend and vote on a poll instead of himself irrespective of the number of 
shares he holds and once a proxy is given it shall be final: 


Provided that unless the articles otherwisc provide , 


(a ) this sub -section shall not apply in the case of a company not baving a sbare 
capital; 


(b ) a member of a private company shall not be entitled to appoint more than one 
proxy to attend on the same occasion ; and 


(C ) proxy shall be made in favour of one or more persons alternatively , but not 
more than onc form shall be executed . 


(2 ) In every notice calling for a meeting of a company which has a share capital, or 
the articles of which provide for voting by proxy at thc mecting, there shall appear with 
reasonable prominence a statement that a member entitled to attend and vote is entitled 
to appoint a proxy , to attend and vote on a poll, instead of himself, and that a proxy 
need not be a member. 


( 3 ) If default is made in complying with sub -section ( 2 ) as respects any meeting , 
cvery officer of the company who is in a default shall be punishable with fine which 
may extend to fifty thousand rupees. 


(4 ) Any provision contained in the articles of a public company or of a private 
company which is a subsidiary of a public company, which specifics or requires a 
longer period than forty - cight hours before a meeting of the company, for depositing 
with the company or any other person any instrument appointing a proxy or any other 
document nccessary to show the validity of otherwise relating to the appointment of a 
proxy in order that the appointment may be effective at such meeting, shall have effect 
as if a period of forty -cight hours bad been specified in or required by such provision 
for such deposit. 


(5) If for the purpose of any mccting of a company , invitations to appoint as proxy 
a person or one of a number of persons specified in the invitations arc issued at the 
company s cxpcnsc to any member entitled to have a notice of the meeting sent to him 
and to vote thereat by proxy , every officer of the company who knowingly issued the 
invitations as aforesaid of wilfully authorises or permits thcir issuc shall be punishable 
with fine which may extend to ten thousand rupees : 


Provided that an officer shall not be punishable under this sub- section by reason only 
of the issuc to a member at his request in writing of a form of appointment naming the 
proxy , or of a list of persons willing to act as proxics , if the form or list is available 
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on toquoet in writing to overy momber entitled to vote at the mooting by proxy. 


(6) Tho instrutnont appointing a proxy shall 


(a ) be in writing; and 


(b ) be signed by the appointer or his attorncy duly authorised in writing or, if the 
appointer is a body corporate, be under its scal or be signod by an officer or an 
attomcy duly authorised by it and shall be furnishod within the proscribed timc. 


( 7 ) An Instrument appointing a proxy , in any of the prescribed forms or a power of 
attorney authorising any person to attend the mooting shall not be questioned on the 
ground that it fails to comply with any special roquirements specified for such 
instrument by tho articles . 


( 8 ) Every manbot entitled to voto at a mooting of the company, or on any resolution 
to be moved thereat, shall be entidad during the period beginning twonty -four hours 
before the time fixod for the commencement of the trccting and cnding with the 
conclusion of the mocting, to inspect the proxies lodged , at any time during the business 
hours of the company , subjoct to the condition that not loss than throc days notice in 
writing of the intention so to inspect is given to the company. 


Voting and 
dotnand for 
poll 


142 . (1 ) At any general meeting , a resolution put to the vote of the meeting shall , 
unloos a poll is demanded under sub -section (3 ), be docided on a show of hands . 


(2) A declaration by the chairman in putsuance of sub -section (1 ) that on a show of 
hands, & tasolution has or has not been carried , or hag or has not been carriod citha 
unanimously or by a particular majority , and an entry to that effect in the books 
containing the minutes of the proceedings of the company, shall be conclusive evidence 
of the fact , without proof of the number or proportion of the votes cast in favour of or 
against such resolution . 


( 3) Bdforc at on the declaration of the result of the voting on any resolution on a 
show of hands, a poll may be ordered to be taken by the chairman of the mecting of 
his own motion, and shall be ordered to be taken by him on a demand made in that 
behalf by tho persons or person specified below , that is to say , 


(a ) in the cas of listod public company having a shart capital, by, any momber 
or members present in person or by proxy and holding shares in the company , 


(1) which confer & power to vote on the resolution not being less than onc . 
hundradth of the total voting power in respect of the resolution , or 


(i ) on which an aggregato sum of not less than five lakh rupees has been paid 
up , whichever is lower , 


(b ) in the case of a private company having a share capital, by one motnber baving 
the right to vote on the resolution and present in person or by proxy, if notmore than 
seven such matnbcrs are personally present, and by two such members present in 
person or by proxy , if more than seven such members are personally present, 


(c) in the case of any other company, by any member of monbets present in 
person or by proxy and having not less than one-tenth of the total voting power in 
rospoct of the resolution . 


(4) Tbo demand for a poll may bo withdrawn at any time by tho person of persons 
who made the demand . 
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(5) A poll demanded on a question of adjournment shall be takon forthwith . 


(O ) A poll demanded on any other question (not being a question relating to the 
election of a chairman which is provided for in section 140 ) shall be taken at such 
time not being later than forty - cight hours from the time whon the dothand was medo , 
as the chairman may direct . 


( 7) Subjoct to the provisions of this Act, the chairman of the meeting shall have 
power to regulate the manner in which a poll shall be taken . 


(8 ) The result of the poll shall be deemed to be the decision of the meeting on the 
resolution on which the poll was taken . 


(9 ) On a poll taken at a mocting of a company , a member entitled to more than ono 
vote , or his proxy , or other person entitled to vote for him , as the casc may bo , neod 
not, if he votes , use all his votos of cast in the same way all the votos he wcs . 


( 10 ) Where a poll is to be taken , the chairman of the meeting shall appoint two 
scrutineets , who are members , not being officers of the company to scrutinisc thc votes 
given on the poll and to report thorcon to him . 


(11) The chairman shall have power, at any time before the result of the poll is 
declared , to remove a scrutinoer from office and to fill vacancies in the office of 
scrutincer arising from such removal or from any other cause . 


143 . (1) Notwithstanding anything contained in this Act, no member shall cxercise Restriction 
any voting right in respect of any sharcs registered in his damo on which any calls or on exercise 
other sums presently payable by him have not been paid , or in regard to which the of voting 
company has and has cxcrcised any right of licn . 

right of 

metabers 
(2) A public company , or a private company which is a subsidiary of a public who have 
company , shall not prohibit any member from exercising his voting right on the ground not paid 
that he has not held his shart or other interest in the company for any specified period calls , otc . 
procoding the date on which the vote is taken , or on any other ground not being a 
ground set out in sub -section (1 ). 


144 . (1) If for any reason it is impracticable to call a moeting of a company, other Power of 
than an annual general mocting , in any manner in which meetings of the company may Tribunal to 
be called , or to hold or conduct the meeting of the company in the manner prescribed order 
by this Act or the articles, the Tribunal may , cither of its own motion or on the mocting to 
application of any director of the company , or of any metaber of the company who be called , 
would be entitled to vote at the meeting , - 


(a ) order a meeting of the company to be called, beld and conducted in such 
manner as the Tribunal thinks fit; and 


(6 ) give such ancillary or conscquential directions as the Tribunal thinks expedient, 
including directions modifying or supplementing in relation to the calling , holding and 
conducting of the meeting, the operation of the provisions of this Act and of the 
company s articles. 


Explanation . The directions that may be given under this sub- section may include 
a direction that one member of the company present in person or by proxy shall be 
deemed to constitute a meeting . 
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(2 ) Any mooting callod , held and conductod in accordance with any such order shall, 
for all purposes, be docmod to be a meeting of the company duly callod , hold and 
conducted 


145. (1) A body corporate (whether a company within the meaning of this Act or not). 
may 


Ropron 
tation at 
mootings of 
members 


and 


(a ) if it is a member of a company within the meaning of this Act, by rosolution 
of los Board or other governing body, authorlac such person as it thinks fit to act as 
its toprosentative at any mocting of the company, or at any mocting of any class of 
mombots of the company ; 


Goditors . 


(6 ) if it is a creditor ( including a holdet of debenturos ) of a company within tho 
meaning of this Act, by rosolution of its diroctors or othor govorning body, authoriso 
Auch potoon as it think fit to act as its represontative at any mccting of any choditors 
of the company bold in pursuanoc of this Act or of any tulos made thateunder, or in 
pumuance of the provbions containod in any debenture or trus dood , as the case may 


bc . 


(2 ) A person authorised by resolution is aforesaid shall be entitled to axandise tho 
samno rights and powers (including the right to vote by proxy ) on bohalf of the body 
corpotato which he reproronts us that body could axorcise if it were an individual 
tomba , croditor or holder of dobentures of the company . 


( 3) The President of India of the Governor of State , if he be member of 
company , may appoint axch person as he thinks fit to act as his representative at any 
mooting of the company at at any moeting of any class of members of the company. 


(4) A person appointed to act us aforesaid shall, for the purposes of this Act, be 
dootnod to be a member of such a company and shall bo entitled to conclao the samo 
rights and powots (including the right to voto by proxy ) u the President or , us the audio 
may be , the Governor could cxorcbc as a mombat of the company . 


Circulation 


146 . (1) Subject to the provisions of this soction , a company shall, on the roquisition 
in writing of such Qunber of members us is boroinafter spodfiod and (unlong the 
company otherwise resolvos ) at the expense of the requisitionists , 


members 
rosolutions 


( a ) give to members of the company antitlod to receivo botloo of the paxt annual 
general mooting, notice of any resolution which may property be movod and is 
intendod to be moved u that trocting ; 


( b ) circulate to members outled to bavo notia of any gebonal mooting sont to 
thom , any statement of not toto than one thousand words with respect to the mattor 
rofatrod to in my proposed resolution , or any business to be doult with at that 
mooting . 


(2) The number of members Decorsary for a requisition under rub - section (1) shall 


be 


(a ) such number of members as topresent not loow then one - twentioth of the total 
voting powor of all the members having at the date of the requisition a right to vote 
on the toolution of business to which the roqubaition relatos ; or 


(b ) not less than onc hundred matbeto having tho right aforonald and bolting 
hutos in the cotupany on which there has boon pald -up an aggregato Am of not love 
than one lakh rupoos in all . 
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(3) Notice of any such resolution be given , and any such statement shall be circulated 
to members of the company ontitled to have gotice of thc mocting sent to them , by 
serving a copy of the resolution or statement on each member in any manncr pcrmitted 
for service of notice of the meeting ; and notice of any such resolution shall be givoti 
to any other factbcr of the company by giving notice of the general offect of the 
resolution in any manner permitted for giving him notice of moetings of the company: 


Provided that the copy shall be served , or notice of the effect of the resolution shall 
be given , as the case may be , in the same manner and , so far as practicable, at the 
sati .c time as notice of thc mecting , and what it is not practicable for it to be served 
or given at that time, it shall be served or given as soon as practicable thereafter. 


(4 ) A company shall not be bound under this section to give notice of any resolution 
or to circulate any statement unless 


(a ) a copy of the requisition signed by the requisitionists (or two or more copies 
which between them contain the signatures of all the requisitionists ) is deposited at 
the registored office of the company 


(i) in the case of a requisition requiring notice of a resolution , not less than six 
wooks before the mocting; 


( ii) in the case of any other requisition , not less than two wooks before the 
meeting; and 


(b ) there is deposited or tcndcted with the requisition a sum rcasonably sufficient 
to meet the company s expensos in giving effect thototo : 


Provided that if, after a copy of a requisition requiring notice of a resolution has been 
deposited at the registered office of the company , an amual general mooting is called 
for a dato six wocks or less after the copy has been deposited , the copy, although pot 
deposited within the time required by this sub -section , shall be docmod to bavo bocn 
properly deposited for the purposes thereof. 


(5) The company shall also not be bound under this section to circulatc any statoment 
if , on the application cither of the company or of any other person who claims to be 
aggrieved , the Tribunal is satisfied that the rights conferred by this section are being 
abused to secure needless publicity for defamatory matter; and the Tribunal may order 
the company s costs on an application under this section to be paid in wholc or in part 
by the requisitionists , notwithstanding that they are not parties to the application . 


(0 ) Notwithstanding anything in the company s articles, the business which may be 
dealt with at an annual general meeting shall include any resolution of which notice is 
given in accordance with this section , and for the purposes of this sub -socdan , notice 
shall be deemed to have been given , notwithstanding accidental omission , in giving it, 
one or more membots . 


(7 ) If default is made in complying with the provisions of this section , every officer 
of the company who is in dofault, shall be punishable with fine which may extend to 
fifty thousand rupees . 


147 . (1) A resolution shall be an ordinary resolution when at a gencral meeting of Ordinary 
which the notice required under this Act has been duly given , the votes cast (whether and special 
on 4 show of bands, or on a poll , as the case may be,) in favour of the resolution resolutions . 
( including the casting vote , if any, of the chairman ) by members wbo , being entitled so 
to do , vote in person , or where proxies are allowed , by proxy , exceed the votas , if any 
cast against the resolution by members so entitled and voting . 
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( 2) A resolution shall be a special resolution when 


(a ) it has been duly specificd as such in the notice calling the general mooting or 
other intimation has been givon to the members regarding such resolution ; 


(6 ) the notice required under this Act has boon duly given of the general meeting ; 
and 


( c ) the votes cast in favour of the resolution (whether on a show of hand , a on 
a poll, as the case may be ,) by members who , being entitled so to do , vote in potson , 
or where proxics are allowed , by proxy, are not loss than three times the number of 
the votes , if any, cast against the resolution by members so entitled and voting . 


Resolutions 
requiring 
special 
notice . 


148 . (1 ) Where , by any provision contained in this Act or in the articles , spocial 
notice is required of any tesolution , notice of intention to move the resolution shall be 
given to the company not less than fourtcen days befort tho mooting at which it is to 
be moved , exclusive of the day on which tho potice is served or dootnod to be sorved 
and the day of meeting together with a deposit of ten thousand rupees which shall bo 
refundable if the resolution is passed . 


( 2) The deposit made under sub-section (1) shall be forfeited if the tosolution in 
respect of which intention is given under that sub -section is not supported by one par 
cont. of the total number of shareholdets present and voting at the mooting . 


( 3 ) The company shall, immediately after the notice of the intention to move any 
such resolution has been tocrived by 1 , give its mombers notice of the resolution in 
the same manner as it gives notice of the meeting , or if that is not practicablo , shall 
give them notice thereof, cither by advertisemont in a newspaper having an appropriate 
circulation or in any other mode allowed by the articles , not less than goven days before 
the meeting 


149. Where a resolution is passed at an adjourned mocting of - 


Resolutions 
passed at 
Adjourned 
meetings . 


(a ) a company; 


(b ) the holders of any class of shares in a company; or 


(c) the Board , 


tho tosolution shall, for all purposes, be treated as having been passed on the date on 
which it was in fact passed , and shall not be docmed to have boen passed on any 
carlict date . 


Rogistration 
of certain 
resolutions 
and 
agreements . 


150 . (1) A copy of every resolution (togothot with a copy of the statement of material 
facts annexed under soction 138 to the notice of the mocting in which such resolution 
has been passed ) or agreement to which this section applies shall , within thirty days 
after the passing or making thereof, bo printed or typewritten and duly cortified under 
the signature of an officer of the company and filed with the Registrar who shall record 
the gatno. 


(2 ) Where articles have been registered , a copy of every rosolution referred to in sub 
soction (1 ) which has the effect of altcring the articles and a copy of every agtocment 
roferred to in that sub - soction for the time being in force shall be embodied in or 
Annexed to every copy of the articles issued after the passing of the resolution or the 
making of the agreement. 
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(3) Where articles have not been registered , a printed copy of every resolution or 
agreement referred to in sub - section (1 ) shall be forwarded to any mambot at hig 
roquest. 


(4) This section shall apply to 


(a ) special resolutions; 


(b) resolutions which have been agroed to by all the members of a company , but 
which, if not so agreed to , would not have boon offective for their purpose unless 
they had been passed as special resolutions; 


(c) any resolution of the Board of agreement axocuted by a company , relating to 
the appointment, roappointment or tonewal of the appointmont, or variation of the 
terms of appointment, of a managing diroctor or a whole - time diroctor, 


(d ) resolutions or agreemonts which have boon agreed to by all the motnbors of 
any class of shareholders but which , if not so agreed to , would not have been 
cffective for their purpose unless they had been passed by some particular majority 
or otherwise in some particular mannot; and all resolutions or agrooments which 
effectively bind all the members of any class of shareholdets though not agrood to by 
all those members; 


(e) resolutions toquiring a company to be wound up voluntarily passed in pursumco 
of sub -section ( 1 ) of section 328 ; and 


copics of the terms and conditions of appointmont of a solo solling agont 
appointed under section 232 . 


(5) If default is made in complying with sub - section (1), the company, and overy 
officer of the company who is lur default , shall be punishable with fine which may 
extend to five hundred rupees for every day during which the default , continucs . 


(0) If default is made in complying with sub- section (2 ) or sub- section (3), the 
company , and every officer of the company who is in a default, shall be puntahablo 
with fine which may extend to one hundred rupees for cach copy in respect of which 
default is mado . 


151. (1 ) Notwithstanding anything containod in the foregoing provisions of this Act, 
a listed public company may , and in the case of resolutions tolating to such businons as 
the Central Government may, by notification , declare to be conductod only by postal 
ballot, shall, get any resolution passed by means of a postal ballot, instead of 
transacting the business in general meeting of the company . 


Passing of 
toxolutions 
by postal 
ballot. 


(2) Whcte a company decides to pass any resolution by resorting to postal ballot, it 
shall send a notice to all the shareholdots, along with a draft resolution explaining the 
reasons therefor, and requesting them to send their assent of dissent in writing within 
a period of thirty days from the date of posting of the lotter. 


(3 ) The notice shall be sent by registered post acknowledgment duo , or by any othor 
method spocified by the Central Government in this behalf , and shall includo with the 
notice , a postage pre -paid cnvelope for facilitating the comtounication of the sont or 
disscnt of the shardholdets to the resolution within the said parlod . 


( 4) If a resolution is assented to by a majority of tho shareholdots by means of postal 
ballot, it shall be deemed to have bocn duly passed at a geboral meeting convcnod in 
that behalf . 
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Minutes of 
procccdings 
of general 
meetings 
and of 
Board and 
other 
meetings. 


152. ( 1) Every company shall cause minutes of all proceedings of every general 
mceting and of all proceedings of every meeting of the Board or of every cotnmnittec of 
the Board , to be kept by making within thirty days of the conclusion of every such 
meeting concerned , entries thereof in books kept for that purpose with their pages 
consecutively numbered . 


(2 ) Each page of every such book shall be initialled or signed and the last page of 
the record of proceedings of each meeting in such books shall bc dated and signed 


(a ) in the case of minutes of proceedings of a meeting of the Board or of a 
cotamittee thercof, by the chairman of the said mccting or the chairman of the next 
succocding meeting ; 


(6 ) in the case of minutes of proceedings of a gencral meeting , by the chairman 
of the same mecting within the aforesaid period of thirty days or in thc event of the 
death or inability of that chairman within that period , by a director duly authorised 
by the Board for the purpose. 


( 3) In no case the minutes of proceedings of a mecting shall be attached to any such 
book as aforesaid by pasting or otherwise but may be kept on loose -loaf style and 
bound at such intervals as may be prescribed . 


( 4) The minutes of cach meeting shall contain a fair and correct summary of the 
proceedings thereat, 


( 1) All appointments of officers made at any of the meetings aforesaid shall be 
included in the minutes of the meeting . 


(0 ) In the case of a mocting of the Board or of a committee of the Board , the 
minutes shall also contain 


(a ) the names of the directors present at the meeting; and 


(b ) in the case of each resolution passed at the mecting, the names of the directors , 
if any, dissenting from , or not coticurring in , the resolution . 


( 7) Nothing contained in sub- sections (1 ) to ( 4) shall be deemed to require the 
inclusion in any such minutes of any matter which , in the opinion of the chairman of 
the meeting 


(a ) is , of could reasonably be regarded as , defamatory of any person ; 


(b) is irrelevant or immaterial to the proceedings; or 


(c) is detrimental to the interests of the company . 


Explanation . The chairman shall exercise an absolute discretion in regard to the 
inclusion or non - inclusion of any matter in the minutes on the grounds specified in this 
sub - section . 


( 8) If a default is made in complying with the foregoing provisions of this section in 
respect of any meeting, the company , and every officer of the company who is in a 
default, shall be punishable with finc which may extend to five thousand rupees . 


(9 ) Minutes of meetings kept in accordance with thc provisions of this section shall 
be evidence of the proceedings recorded therein . 
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( 10 ) Where minutes of proceedings of any general meeting of the company or of any 
inccting of the Board or of a committco of the Board have been kept in accordance 
with the provisions of this section , then , until the contrary is proved , the mecting shall 
be deemed to have been duly called and held, and all proceedings thercat to have duly 
taken place , and in particular, all appointments of directors or liquidators made at the 
meeting shall be deemed to be valid . 


153 . (1) The books containing the minutes of the proceedings of any gencral mocting 
of a company , shall 


Inapoction 
of minute 
books . 


(a ) be kept at the registered office of the company , and 


(b ) be open , during business hours, to the inspection of any member without 
charge , subject to such rcasonable testrictions as the company may , by its articles of 
in gencral meeting impose , so however that not less than two houts in cach day art 
allowed for inspection . 


(2 ) Any member shall be entitled to be furnished , within seven days after he has 
made a request in that behalf to the company , with a copy of any minutes referred to 
in sub - section ( 1 ), on payment of such sumn as may be prescribed . 


(3 ) If any inspection required under sub -section ( 1) is refused , or if any copy required 
under sub -section ( 2 ) is not furnished within the timc spccifiod thotein , the company , 
and every officer of the company who is in a default , shall be punishable with fine 
which may extend to five thousand rupees in respect of each offence . 


( 4) In the case of any such refusal or a default, the Tribunal may, by order, compel 
an immediate inspection of the minute books or direct that the copy required shall 
forthwith be sent to the person requiring it. 


(5) No document purporting to be a report of the proceedings of any general meeting 
of a company shall be circulated or advertised at the expense of the company , unless 
it includes the matters required by section 152 to be contained in the minutes of the 
proceedings of such mnccting. 


(6 ) If any report is circulated or advertised in contravcation of sub -section (5), the 
company, and every officer of the company who is in a default , shall be punishablo , in 
respect of each offence , with fine which may extend to fifty thousand rupocs. 


Prohibition of simultaneous appointment of different 

categories of managerial personnel 


154 . Notwithstanding anything contained in this Act or any other law of any 
agreement of instrumcht, no company shall, appoint or employ at the same timno, mor 
than one of the following categories of managerial personnel, namely: 


Company 
not to 
appoint or 
employ 
cortain 
different 
categorias 


( a) managing director, and 


(6 ) managot. 


mangatlal 
personnel 
at the same 
timo. 
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Managerial remuneration , etc . 


155 . (1 ) The total managerial remuncration payable by a public company or a privato 
company which is a subsidiary of a public company , to its directors and its manager in 
tospoct of any financial year shall not excoed cleven per cent of the net profits of that 
company for that financial year computed in the manner laid down in section 252 . 


Overall 
maximum 
managerial 
tomunta 
tion and 
matagalal 
retaupot 
ation in 
case of 
absence or 
inadequacy 
of profits . 


( 2 ) The petochtage above shall be exclusive of any focs payable to a director for cach 
mooting of the Board , or a committoc theroof, attended by him : 


Providod that such foes shall not cxcood tive thousand rupees or such higher sum as 
may be prescribed . 


(3) Within the limits of the maximum remuneration specified in sub -soction (1 ), a 
company may pay a monthly remuneration to its managing or wholo - timc director in 
Accordance with the provisions of section 242 or to its manager in accordance with the 
provisions of sub -section (7) of soction 257 . 


( 4) Notwithstanding anything contained in sub- sections (1) to (3 ), but subjoct to the 
provisions of section 220, read with Schedule IL , If, in any financial year , a company 
has no profits of its profits are inadequate , the company shall not pay to its directors 
and its managers by way of tomuncration any sum , cxclusive of any fecs payablo to 
directors under sub -section ( 2 ) of section 242 , except with the previous approval of the 
Central Governmont. 


Explanation . For the purposes of this section and actions 242 and 257, 
" remuneration " shall include 


(a ) any expenditure incurred by the company in providing any rent free 
Accommodation , or any other benefit at Amenity in respect of accommodation froe of 
charge , to any of the potsons specified in sub -section (1 ); 


(1 ) any expenditure incurred by the company in providing any other baticfit or 
Amanity free of charge or at a concossional rate to any of the persons aforesaid ; 


(c ) any expenditure incurred by the company in respect of any obligation or 
service, which , but for such expenditure by the company, would have been incurred 
by any of the patrons aforesaid ; and 


(d) any expenditure incurred by the company to offect any insurance on thc life of, 
or to provide any pension, amuity at gratulty for , any of tho persons aforesaid or his 
spouso or child . 


(5) What any cotnmission or other romuncration payablo to any officet or employoc 
of a company (not being a director or e madagar ) is fixed at a percentage of, or is 
otherwise based on , the pot profits of the company , arch profits shall be calculatod in 
the manner sot out in soctions 252 and 233. 


Prohibition 
of tax - free 
payments. 


156 . No company shall pay to any officer or cmployoc thoroof, whether in hła 
copacity es auch or otherwisc, remuneration free of any tax, or otherwisc calculatod by 
reference to , or varying with , any tax payablo by him , or the tato a standard rate of 
any such tax , or the amount thoroof. 


Explanation . In this aub -roction , the expression " tax " means tpcomo-tax , payable 
under the Incomo- tax Act, 1961 . 


43 of 1961. 
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157. Save as provided in this section , any provision , whether contained in the articles Avoidanco 
of a company or in an agreement with a company or in any other thatrument, for of provi 
cxempting any person employed by the company as auditor from , or indemnifying him slons 
against , any liability which, by virtuc of any rule of law , would othorwiso attach to him rolloving 
in respect of any negligence , default , misfcasence , broach of duty or broach of trust of liability of 
which he may be guilty in relation to tho company , shall be void : 

auditor of 

company 
Provided that a company may, in pursuance of any such provision as aforesaid , 
indemnify any such auditor of any expenses incurred in good faith and in the interest 
of the company and against any liability incurrod by him in defending any proceedings, 
whether civil or criminal, in which judginient is given to his favour or in which he is 
Acquittod or discharged or in connoction with any application under section 442 in 
which teliof is granted to him by Court, Regional Director at the THbunal. 


ups incurred byven in his own wador Best 


Prevention of management by undesirable persons 


158 . (1) If any petson , boing - undischarged insolvent, 


(a ) performs any of the functions of a director , or acts as or discharges any of tho 
functions of the manager, of any company ; or 


Rogtraint on 
undiacher 
god inol 
vant and 
fraudulant 
persons to 
manago 
companies . 


(b ) diroctly or indirectly takes part or is concerned in the promotion , formation or 
management of any company , 


he shall be punishable with imprisonment for a term which may cxtend to two youth, 
or with fine which may oxtond to fifty thousand tupoos , or with both . 


(2 ) Wharo 


(a ) a person is convicted of any offenoo in connoction with the promotion , 
formation or management of a company ; or 


(b ) in the course of winding up a company it appears that a person 


(1) has boon guilty of any offence for which he is punishablc (wbother he has 
boon convicted or not) under soction 370 ; or 


(il) has otherwise been guilty, while an officer of the company , of any fraud or 
misfcasanco in relation to the company or of any broach of his duty to the 
cotopany ; 


the Court may make an order that that person shall not, without the Icave of the Court, 
be a dircctor of, or in any way , whothor diroctly or indirectly , be concerned or take part 
in the promotion , formation of management of e company , for ouch perlod pot 
exceeding five years as may be spocified in the order . 


( 3) For the purposes of sub - section (2 ), the expression " the Court" , 


(a ) in relation to the making of an order against any person by virtue of clauso 
(a ) thereof, includes the Court by which he is convictod , as well as any Court 
having jurisdiction to wind up the company as tespocts which the offence was 
committed ; and 


(b ) in relation to the granting of Icave, mcans any Court having jurisdiction to 
wind up the company as it spects which leavo is sought. 
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( A A person intending to apply for the making of an order under this section by the 
Court having jurisdiction to wind up a company shall give not less than ton days 
notice of his intention to the person against whom the order is sought, and at the 
hcaring of the application , the last-mentioned person may appear and himself give 
evidence of call witnesscs . 


(5) An application for the making of an order under this section by the Court having 
jurisdiction to wind up a company may be made by the Company Liquidator, or by the 
liquidator of the company, or by any person who is or has been a member of creditor 
af the company. 


(6 ) On the hearing of any application for an order under this section by the Company 
Liquidator of the liquidator , or of any application for leave under this section by a 
porson against whom an order has been made on the application of the Company 
Liquidatot or liquidatot, the Company Liquidator or liquidator shall appear and call the 
attention of the Court to any matters which seem to him to be relevant, and may 
himself give evidence or call witnesses . 


( 7 ) An order may be made by virtue of sub - clause (it) of clauso (b ) of sub -section 
(2 ), totwithstanding that the person concetned may be criminally liable in respect of tho 
matters on the ground of which the order is to be mado. 


(8 ) If any person acts in contravention of an order made under this section , he shall, 
in respect of cach offence , be punishable with imprisonment for a term which may 
extend to two years , or with finc which may extend to fifty thousand rupees , or with 
both 


( 9) Thc provisions of this section shall apply to every company and shall be in 
addition to , and without prejudice to the operation of, any other provision contained in 
this Act. 


Restriction on appointment of firms and bodies corporate to offices 


159 . (1) No company shall appoint or employ any firm or body corporate to or in 
any office or place of profit under the company , other than the office of trustec for the 
holders of debentures of the company , for a term exceeding five years at a time. 


Restriction 
on appoint- 
ment of 
firm or 
body 
corporate 
to officc ot 
place of 
profit under 
a company . 


(2 ) Any office or place in a company shall be docmed to be an office or place of 
profit under the company , within the meaning of this section , if the person holding it 
obtains from the company anything by way of remuncration , whether as salary , foos , 
commission , perquisites , the right to occupy free of tont any premises as a place of 
residence , or otherwise . 


(3) This section shall not apply to a private company , unless it is a subsidiary of a 
public company. 


Dividends and manner and time of payment thereof 


Dividend to 
be paid 
only out of 
profits . 


160 . (1) No dividend shall be declared or paid by a company for any financial ycar 
except out of the profits of the company for that ycar arrived at after providing for 
depreciation in accordance with the provisions of sub - section ( 2 ), or out of the profits 
of the company for any previous financial year or years arrived at after providing for 
depreciation in accordance with those provisions and remaining undistributed , or out of 
the both , or out of moneys provided by the Central Government or a State Govertiment 
for the payment of dividend in pursuance of a guarantee given by that Government: 
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Provided that every company shall before declaring or paying dividend for any 
financial year, make provision , from out of the profits of that financial year or any 
other financial year or years , for depreciation to thc cxtcnt not provided for by the 
company in the last ten previous financial years. 


( 2) For the purpose of sub -section (1), depreciation shall be provided either 


(a) at the rates specified in Schodulo III; or 


(b ) on any other basis approved by the Central Government which - has the cffect 
of writing off by way of depreciation nincty - five per cont of the original cost to the 
company of cach such depreciable asset on the expiry of the specified period ; or 


(c) As regards any other depreciable assct for which no rate of deprociation bias 
been laid down by this Act or any rules made thereunder , on such basis as may be 
approved by the Central Government by any general order published in the Official 
Gazette or by any special onder in any particular casc : 


Provided that if any asset is sold , discarded , demolished or destroyod for any 
reason before depreciation of such asset has been provided for in full , the excess, if 
any, of the written down value of such ansct over its sale prococds ot , as the caso 
may bc , its scrap value , shall be written off in the financial year in which the asset 
is sold , discarded , demolishod or destroyed . 


( 3) Thc dividend declared under sub -section ( 1) shall be paid to the togtstored 
share - holder or to his order or to his bankers and when the dividend is payable to the 
bankets , no separate application need be filed by the bankens for payment of such 
dividend . 


( 4) Notwithstanding anything contained in sub- section (1 ), no dividend shall bo 
declared or pald by a company for any financial year out of thc profits of the company 
for that year arrived at after providing for depreciation in accordance with the 
provisions of sub -section (2), cxccpt after the transfer to the reserves of the company 
of such percentage of its profits for that year, tot exceeding ten per cont., as may be 
prescribed : 


Provided that nothing in this sub -section shall be doomed to prohibit the voluntary 
transfer by a company of a higher percentage of its profits to the teserves in accordance 
with such rules as may be made by the Central Government in this behalf. 


(5) Where , owing to inadequacy of absence of profits in any financial year, any 
company proposed to declare dividend out of the accumulated profits canned by it in 
previous financial ycar and transferred by it to the reserves, such declaration of dividand 
shall be made only in accordance with a special resolution passed by the shareholdors. 


(0 ) No dividend shall be payable except in cash : 


Provided that nothing in this sub -section shall be deemed to prohibit the capitalization 
of profits or reserves of a company for the purpose of issuing fully paid- up bonus 
shares , or paying up any amount, for the time being unpaid , on any sharos held by the 
members of the company: 


Provided further that reservas created by revaluation of company s assets shall not be 
used by it for the issuc of bonus shares . 
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(7) No company shall give , or no shareholder ( including any proxy given by him ) 
shall dommand or accopt, any gift cither in cash or kind either at any genotal tccting or 
otherwise in lieu of or in addition to the dividend payable under this section . 


( 8) For the purposes of this section 


(a) " specified period" in respect of any depreciable assot shall mcan the number of 
years at the end of which at least ninety - five per cent of the original cost of that 
Asset to the company will have been provided for by way of dopreciation If 
depreciation were to be calculated in accordance with the provisions of section 253; 


(b ) any dividend payable in cash may be paid by cheque or warrant sent through 
the post directed to the registered address of the shareholder entitled to the payment 
of the dividend , or in the case of joint shareholders , to the registered actress of that 
one of the joint shareholders which is first named on the register of menbers , or to 
such person and to such address as the shareholders or the joint shareholdots may in 
writing direct; 


(c) " gift" does not include any discount coupon or any food or boverages offered 
at any general meeting. 


( 9 ) Whcte the provisions of sub -section (7 ) art contravenod , the company, and every 
officer of the company who is in default, and the sharcholder concerned , shall be Kablo 
to fine which may extend to ten times the value of the gift given and demanded or 
accepted . 


Unpaid 
dividend to 
be trang 
ferred to 
spocial 
dividend 
account 


161. ( 1 ) Where a dividend has been declared by a company but has got bect paid , or 
claimed , within thirty days from the date of the declaration to or by any . shareholder 
entitled to such payment the company shall , within seven days from the date of expiry 
of the said thirty days , transfer the total amount of dividend which temains unpaid or 
unclaimed to 4 special account to be called "Unpaid Dividend Account of 
......... Company Limited/ Company (Private ) Limited ". 


special account total amount of living days fro 


. 


..Company 


Explanation - In this sub - section , the cxprcssion " dividend which remains umpaid " 
means any dividend the warrant in respect thereof has not been cncashod or which has 
otherwise not bech paid or claimed . 


(2 ) Every company that has transferted the amount to the account teferred to in sub 
section (1 ) shall , along with the notice of annual gencral meeting, following 
immcdiately after such transfer and thereafter at every annual mecting until such 
dividend is paid or the expiry of period of soven years from such transfer , whichever 
is carlier , give notice to every shareholder who has not beon paid or has not claimed 
the dividend stating therein the amount of dividend he is entitled to claim from it. 


ing therein wharchodie werven years annual meeting, folowothing 

unt of dividiche not been paid transfer, while such 


(3) If default is made in transferring the total amount referred to in sub-scction (1) 
or any part thereof to the unpaid dividend account of the concerned company , the 
company shall pay , from the date of such default , interest on so much of the amount 
as has not been transferred to the said account, at the rate of twelve per cent per 
annuth and the interest sccumulating on such amount shall court to the bencfit of the 
members of the company, in proportion to the amount remaining unpaid to them . 


(4 ) Any money transferred to the unpaid dividend account of the company in 
putsuance of this section , which remains unpaid or unclaimed for a period of seven 
years from the date of such transfer , shall be transferred by the company to the General 
Revenue Account of the Central Government and after such transfor , no claim for 
paytncnt of dividend shall lio from any sharcholder against the company or the Central 
Governacht. 
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(5 ) The company shall , when making any transfet under sub -section ( 4) to the General 
Revenue Account of the Cantral Government any unpaid or unclalunod dividond , furnish 
to such officer as the Central Government may appoint in this behalf a statement in the 
prescribed form which shall contain all the details of the amounts transferrod . 


(0) If a company fails to comply with any of the requirements of this soction , tho 
company , and every officer of the company who is in a dofault , shall be puntabuble 
with imprisonment which may extend to two years and with fine which may cxtend to 
five thousand rupocs . 


(7 ) Wheto a dividend has been doclared by a company but has not boot paid , or the 
Warrant la respoct theroof has not been postod , within thirty days from the date of tho 
declaration , to any sharcholdot ondtled to the payment of the dividend , overy director 
of the company shall , if he is knowingly a party to the default, be punishable with 
imprisonment for a tam which may extend to two years and shall also be liable to find 
which may extend to fifty thousand rupecs : 


Provided that no offence shall be doetnod to have been committed under this soction 
In the following canc ), Damoly : 


(a) where the dividend could not be paid by reason of the operation of any law ; 


(6 ) where a sharoboldet has given directions to the company regarding the paytnant 
of the dividend and those diroctions cannot be compliod with ; 


(c ) where there is a disputo togarding the right to receive the dividend ; 


(d ) where the dividend has bocn lawfully adjusted by the company against any aim 
due to it from the shareholdet , o 


(e ) where , for any other toason , the failure to pay the dividend or to post the 
warrant within tho porlod aforcaald was not duo to any default on the part of the 
company . 


162 . Whore any instrument of transfer of shares has boon dolivered to any company 
for registration and the transfer of such shares has not boon registered by the company, 

this Act. * 
It shall, notwithstanding anything contained in any other provision of this Act. 


(a ) transfer the dividend in relation to such shares to the special account redctrod 
to in scotion 161 unleas the company is authorised by the registered boldat of arch 
share in writing to pay ach dividend to the transferoo spocifiod in such instrument of 
transfer , and 


Right to 
dividend 
Nights 
ahma , # 
bonum 
thatos to 
hold bn 
aboyang 
pending 
toplatrat 
of trans 
of bata 


(b ) koop m aboyance in rolution to such shares , any offor of right shares under 
clauso (a ) of sub -section (1 ) of soction 74 and may isano fully paid -up bonus shares 
in pursuance of provio to sub- section ( ) of scotion 160 . 


(c ) allot to rolation to ach shares my shares offered under clauso (a ) of sub 
section (1) of soction 74 , to any director of officer of the company who shall within 
thirty days after tho allotmont dispose of and distributo procoods thoroof to the ponton 
who are entitled thereto . 
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Accounts 


163 . (1) Every company shall kcop at its registered office proper books of account 
with respect to 


Books of 
account to 
be kept by 
company . 


(a ) all gums of moncy roceived and expended by the company and the matters in 
respect of which the receipt and cxpenditure take place; 


(b) all sales and purchases of goods by the company ; 


(c ) the assets and liabilities of the company ; 


( d) in the case of a company pertaining to any class of companics engaged in 
production , processing , manufacturing or mining activities , such particulars relating 
to utilisation of material or labour or to other items of cost as may be prescribed , if 
such class of companies is required by the Central Government to include such 
particulats in the books of account; and 


(e ) in the casc of a company dealing in goods, the details of goods bought and 
sold during the year (other than goods bought and sold on retail basis), the particulars 
of the persons with whom such transactions were donc during the financial year and 
the dotails of the stock of goods remaining at the end of the financial year: 


Provided that all or any of the books of account aforesaid may be kept at such other 
place in India as the Board may decido and when the Board of directors so decidas , the 
company shall , within seven days of the decision , filc with the Registrar a notice in 
writing giving the full address of that other place . 


( 2) Whetc a company has a branch office, whether in or outside India, the company 
shall be deemed to have complicd with the provisions of sub -section ( 1), if proper 
books of account relating to the transactions cffected at the branch office are kept at 
that offico and proper summarised returns , made up to dates at intervals of not more 
than three months, art sont by the branch office to the company at its registered office 
of the other place referred to ho sub -section (1) . 


(3 ) For the purposes of sub - sections ( 1) and ( 2 ), proper books of account shall not 
be deemed to bc kopt with respect to the matters specificd thoroin , 


(a ) If there are not kept such books as arc pocossary to give a thuc and fair view 
of the state of thc affairs of the company or branch office , as the case may be , and 
to explain its transactions; and 


(6 ) if such books are not kept on scctual basis and according to the double entry 
system of accounting . 


(4) The books of account and other books and papers shall be opon to inspection by 
any diroctor during business hours. 


(5 ) The books of account of cvcry company relating to a porlod of not less than oight 
years immediately preceding the current year, together with the vouchets relevant to any 
entry in such books of account, shall be prescrvod in good order : 


Provided that in the case of a company incorporated less than eight years before the 
current year, the books of account for the entire period preceding the current year, 
together with thc vouchets relevant to any cntry in such books of account, shall be so 
preserved . 
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(0) If any of the persons referred to in sub -section ( 7) fails to take all reasonable 
steps to secure compliance by the company with the requirements of this scotion , or has 
by his own wilful act been the cause of any default by the company thereunder, bo 
shall , in tospect of each offenoc , be punishable with imprisonment for a tottn which 
may extend to six months, or with fine which may extend to ton thousand rupocs , or 
with both ; 


Provided that in any proceedings against a person in respect of an offonce under this 
section consisting of a failure to take reasonablo steps to socuro compliance by tho 
company with the requirements of this scction , it shall be a defence to prove that a 
competent and reliablc person was charged with the duty of sooing that those 
requirements were complied with and was in a position to discharge that duty: 


Provided further that no person shall be sentenced to imprisonment for any such 
offencc , unless it was committed wilfully . 


( 7) The persons referred to in sub - section ( ) at the following , namely : 


(a ) wbcre the company has a managing director, manager , wholo- timc diroctor in 
chargc of finance , Chicf Accounts Officer and all officers and other cmployecs and 
agents as defined in sub -section (7 ) of section 195, but cxcluding bankers, auditors 
and legal advisers ; and 


(b ) where the company has neither a managing director nor manager , cvery director 
of the company . 


(8 ) If any person , not being a person referred to in sub -section ( 7), having been 
charged by the managing director , manager or Board of directors , as the casc may be, 
with the duty of sccing that the requirements of this section att complied with , makca 
a default in doing so , he shall, in respect of each offence , be punishable with 
imprisotiment for a tort which may extended to six months , or with finc which may 
extend to ten thousand rupces, or with both . 


164 . (1) The books of account and other books and papers of every company shall Power to 
be open to inspection during business hours 

order Ins 

pection of 
(1) by thc Director Gcneral, Regional Director or Registrar; or 

books of 

account, 
( ii) by such other officer of the Central Government as may be authorisod by the etc ., of 
Director General in this behalf : 

companies . 


Provided that such inspection may be made without giving any previous notice to the 
company or any officer thereof. 


(2 ) It shall be the duty of every director, other officer of employee of the company 
to produce to the person making inspection under sub -section ( 1), all such books of 
Account and other books and paper of the company, required to be maintainod under 
this Act or by any other law for the time being in foroc , in his custody or control and 
to furnish him with any statement, information of explanation relating to the affairs of 
the company as tho said person may require of him within such time and at such place 
as he may spccify. 


( 3) It shall also be the duty of cvcry director, other officer or employee of the 
company to give to the persop making inspection under this section all assistance in 
connection with the inspection which the company may be reasonably expected to give . 
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(4) The person making the Inspection under this soction may, during the course of 
inspoction , 


page you to or cause to be made 


( ) tako or cause to be made copies of books of account and other books and 
рарса, он 


(1 ) place or cause to be placed any marks of Identification theroon in tokat of the 
Inspoction having boon mado. 


(5) Notwithstanding anything contained in any otber law for the time being in forco 
ot any contract to tho contrary , any person making an inspoction under this soction shall 
have the same powers as ato vosted in a civil court under the Code of Civil Procedure , 
1908 while trying a suit, in respoct of the following matters , namely : 


3 of 1908 . 


() discovery and production of books of account and other documents , at such 
place and at such time as may be spocified by such person ; 


( ii ) summoning and enforcing the attendance of porsons and examining thom on 
oath ; 


(iii) Inspection of any books , tegbostcts and other documents of the company at any 
place . 


(0 ) Whorc an inspection of the books of socount and other books and papers of the 
company has bech made under this section , the person making the Inspection shall mako 
a report to the Director Gencral. 


( 7 ) Ady officer authorised to make an inspoction under this soction shall have all the 
powers that a Registrar has under this Act in relation to the making of Inquiries . 


(8 ) If dofault is made in complying with the provisions of this section , every officer 
of the company who is in default , shall be punishable with fine which shall not be laas 
than five thousand rupees, and also with imprisonment for a term not exceeding one 
year. 


(9) Where a diroctor or any other officer of a company has been convicted of an 
offence under this section he shall, on and from the date on which he is so convicted , 
be deemed to have vacated his office as such and on such vacation of office , shall be 
disqualified for bolding such offioc in any company for a poriod of five years from 
such date . 


Annual 
accounts . 


165. (1) At overy amual gencral meeting of a company held in pursuance of soction 
135 , the Board shall lay before the company - 


(a ) a balance-shoot as at the ond of the period spocified in sub - section (3); and 


(b ) a profit and loss account for that period : 


Provided that a holding company shall have the option to prepare group accounts 
under soction 168 , that is to say , the balanco- shoct, profit and loss account and other 
related statements for itself and its subsidiary or subsidiarios , ar 1 If it docs so , it shall 
be sufficient compliance of this sub -soction if such group accounts are laid at its annual 
general mooting: 


Provided further that nothing in the first proviso shall preclude the subsidiary or any 
of the subsidiaries from preparing separate balance -sheet and profit and loss account and 
get them approved by its directors . 
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(2 ) The annual accounts of the company shall state the derivatives , options and shares 
with different voting rights in the balanco-shoot and thoy shall be categoriaod . quasi 
oquity and disclose tho predominant character of the socurity and voting rights amboded 
in the socurity . 


( 3) In the case of a company not carrying on business for profit, an incomo and 
expendituro account shall be laid bofoto the company at its annual goneral mooting 
Instead of a profit and loss account, and all referoncos to " profit and loss noooumt" , 
" profit" and " logs " in this section and clacwhere in this Act , shall be construod , in 
relation to such a company, as reference tospectively to the " income and expondituto 
account" , " the excess of income ovot cxpenditure " , and " the cxcons of expandituto over 
income" . 


(4 ) The profit and loss account shall relato 


(a ) in the case of the first annual general meeting of the company, to the period 
beginning with the incorporation of the company and ending with a day which shall 
not procede the day of the mocting by more than nine months; and 


(b ) in the case of any subsequent annual general meeting of the company , to the 
period beginning with the day immediately after the period for which the account 
was last submitdod and coding with a day which shall not procode the day of the 
mocting by more than six months, or in cases where an extension of timnc has boon 
granted for holding the mocting under the scoond proviso to sub-section (1) of section 
133 , by more than six months and the extension so granted . 


( 5 ) The period to which the account aforesaid relates is toforred to in this Act as a 
" financial year" and it may be less or more than a calendar year, but it shall not excood 
fiftoon months: 


Provided that it may cxtend to cighteen months where a special pormiasion has been 
granted in that behalf by thc Registrar . 


(6 ) If any person , being a director of a company , fails to take all reasonable stops to 
comply with the provisions of this section , he shall , in tospoct of onch offenco , bo 
punishable with imprisonment for a tetin which may extend to six months, or with fino 
which may extend to ten thousand rupces , or with both ; 


Provided that in any proccedings against a person in respect of an offence under this 
section, it shall be a defence to prove that a competent and reliable person was charged 
with the duty of sccing that the provisions of this section were complied with and was 
in a position to discharge that duty : 


Provided further that no person shall be sentencod to imprisonment for any such 
offence unless it was committod wilfully . 


(7 ) If any person , not being a director of the company , having been charged by the 
Board with the duty of socing that the provisions of this soction art complied with , 
makes a default in doing so , he shall, in rospect of each offence , be punishablc with 
imprisonment for a totta which may extend to six months, or with fine which may 
extend to ten thousand rupees, ot with both : 


Provided that to person shall be sentenced to imprisonment for any such offence 
uploas it was committed wilfully . 
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Form and 
contents 
of balance 
short and 
profit and 
long 
Account 


166 . (1 ) Every balance- sheet of a company shall give a true and fair view of the stato 
of affaits of the company as at the end of the financial year and shall, subject to the 
provisions of this section , be in the form set out in Part I of Schedule L, or as ficar 
thereto as circumstances admit or in such other form as may be approved by the 
Central Government cither generally or in any particular case; and in preparing the 
balance -shoot duo tegard shall be had , as far as may be , to the general instructions and 
accounting principles for the preparation of balance -shoct under the heading " Notes " at 
the end of that Part : 


Provided that nothing contained in this sub -section or in the sub- soction (2) shall 
apply to any insurance or banking company or any company engaged in the generation 
or supply of electricity , or to any other class of company for which a form of balance 
shoct or profit and loss account has been specified in or under the Act governing such 
class of company . 


(2 ) Every profit and loss account of a company shall give a true and fair view of the 
profit or lord of the company for the financial year and shall, subjact as aforesaid , 
comply with the requirements of Part Il of Schedule \, so far as thoy aro applicable 
thoroto , 


(3) A statement on significant accounting policics adopted in the preparation of the 
balance -shoct and the profit and loss account shall be disclosed in the company s 
balance -shoct and where any of the accounting policies is not in conformity with 
accounting standards , and the particulats of departure from the accounting standards is 
matorial, the said particulars of departure shall be disclosed together with tho LCANONS 
therefor and the financial cffoct thcreof. 


( 4) Tbo Contral Government may , by notification , exempt any class of companics 
from compliance with any of the toquircmcnts in Schedule I if , in its opinion , it is 
necessary to grant the cxcmption in the public interest. 


(5 ) Any excmption undot sub-soction (4 ) may be granted cither unconditionally or 
subject to such conditions as may be specified in the botification . 


(0 ) The Contral Government niay , on the application , or with the consent of tho Board 
of the company, by order , modify in relation to that company any of the requirements 
of this Act as to the inatters to be stated in the company s balance - shoct or profit and 
loss account for the purpose of adapting them to the circumstances of the company . 


( 7) The balance -sheet and the profit and loss account of a company shall not be 
troatod as not disclosing a truc and fair view of the stato of affairs of the company , 
merely by reason of the fact that they do not disclose 


(i) in the casc of an insurance company, any matters which are not requirod to bo 
disclosed by the Insurance Act, 1938 ; 


4 of 1938 . 


( ii ) in the case of a banking company, any matters which are not required to be 
disclosed by the Banking Regulation Act, 1949 ; 


10 of 1949 . 


(ii) to the case of a company engaged in the gencration or supply of cloctricity , 
any matters which are not required to be disclosed by both the Indian Electricity Act, 
1910 , and the Electricity ( Supply) Act, 1948 ; 


9 of 1910 . 
54 of 1948 . 


(iv) in the case of a company governed by any other special Act for the time being 
in force, any matters which are not required to be disclosed by that special Act; or 
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(v ) in the case of any company , any mattats which are not toquired to be disclosed 
by virtue of the provisions contained in Schedule I or by virtue of a notification 
issued under sub -soction (4) ot an order issued under sub-section ( ) . 


(8) For the purposes of this section ;, except where the context otherwiso toquiroa , my 
reference to a balanoc - sheet or profit and loss account shall include 


(1) in the casc of a holding company , the consolidated balanoc - shoct or profit and 
loss account where such holding company opts to prepare such consolidated baladoc 
shoot or profit and loss account, pursuant to the first proviso to sub -soction (1) of 
section 165 ; and 


( ii) the notas to the balanco-shoot or profit and loss account or documonts annaxod 
thereto , giving information required by this Act , and allowed by this Act to be given 
in the form of such notes or documents . 


seaports any accounts laid 


(9 ) If any such person as is tofatted to tn sub - soction (7 ) of section 163 fails to take 
all reasonable steps to secure compliance by the company , a respects any accounts laid 
before the company in general mcoting, with the provisions of this soction and with 
the other requirements of this Act ng to the mattots to be stated in the accounts , be 
shall, in respoct of cach offence, be punishablo with imprisonment for a term which 
may extend to six months , or with fine which may extend to ten thousand tupoo , or 
with both : 


no other requiremonte of it meeting, with the provi 


Providod that in any proceedings against in respect of an offence under this soction , 
It shall bo a defence to prove that a competent and reliable patson was charged with the 
duty of sccing that the provisions of this soction and the other requirements aforosaid 
were compllod with and was in a position to discharge that duty : 


Providod further that no potaon ball be sentenced to imprisonment for any such 
offonco unless it was committod wiltully . 


(10 ) If any person , not bolng a person tfatted to in sub -soction (7 ) of section 163, 
having boon charged by the managing director or manager or Board, as the case may 
be, with the duty of sooing that the provisions of this soction and the other toquirements 
aforcould are compliod with , makos dofault in doing so , be shall, in tospoot of cach 
offence, be punishablo with imprisonment for a term which may extend to six montha, 
or with finc which may extond to ten thousand tupocs, or with both : 


Provided that no person shall be sentenced to imprisonment for any such offan.co 
unless it was committed wilfully . 


(11) Tho profit and loss account of a company shall be annaiod to the balance shoot 
and the auditor s roport ( including tho auditors separato , special of supplementary 
report, if any ) shall be attachod thatoto . 


167 . ( 1) Thoro shall be attached to the balanoe shoot of a holding company having a 
suboldiary or subaldiarias at the end of the financial year as at which the holding 
company s balance shoot is made out, the following documents in rospect of such 
wubsidiary or of cach ach subsidiary , as tho can may be 


Balanoo 
shoot of 
holding 
company to 
Includo 
cortain 
partlaulats 
as to it 
subsidiarla 


(a ) a copy of tho balance sheet of the subsidiary; 


(b ) a copy of its profit and loss account; 


(c) 


copy of the report of its Board of diroctors ; 
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(d) a copy of the report of its auditors ; 


(c ) a statement of the holding company s Intorout in the subsidiary as specified in 
sub-soction (3); 


) the statoment referred to in sub-section (5), if any; and 
(8) tho roport referred to in sub-section ( ), if any . 


(2 ) (a ) The balance -shoct refertod to in clause (a ) of sub -doction (1 ) shall be made 
out in accordance with the requirements of this Act, 


() as at the end of the financial year of the subsidiary , wbero much floandal your 
coincides with the financial year of the holding company ; 


( ii) as at the end of the financial year of the subsidiary last before that of the 
holding company where the financial year of the subsidiary doos not ootnolde with 
that of the holding company . 


(b ) Tho profit and loss account and the reports of the Board and of the auditors , 
refarrod in clausos (b ), (c ) and (d ) of sub -section (1), shall be made out, in accordanco 
with the requirements of this Act, for the financial year of the subsidiary roforrod to me 
clauso (a ). 


(c) Where the financial year of the subsidiary does not coincido with that of the 
holding company , the financial year aforesaid of the subsidiary shall not end on a day 
which precedes the day on which the holding company s finatıcial your ando by moto 
than six months . 


(d ) Where the financial year of a subsidiary is shorter in duration than that of it 
holding company, references to the financial year of the subsidiary in claugos (a ), (b ) 
and (c ) shall be construed as references to two or morc financial years of the 
subsidiary , the duration of which , in the aggregate, is not loss than the duration of the 
holding company s financial year . 


(3 ) The statement referred to in clauso (e) of sub -section (1) shall specify 


(a ) the extent of the holding company s interest in the subsidiary at the end of the 
financial year or of the last of the financial years of the subsidiary refared to in ab 
soction (2); 


(b) the not aggregate amount, so far as it concerns mombats of the holding 
company and is not dealt with in the company s accounts , of the subsidiary s profits 
after deducting its losses or vice versa 


( ) for the financial year or years of the subsidiary aforesaid ; and 


( ii ) for the previous financial years of the subsidiary since it become the holding 
company s subsidiary ; 


(c ) the not aggregato atnount of the profits of the subsidiary after deducting ita 
losscs or vice versa , 


( ) for the financial year or years of the subsidiary aforesaid ; and 


( ii) for the previous financial years of the subsidiary since it became the bolding 
company s subsidiary, 


1 / R - 13 - B 
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so far as thooc profits are dealt with , or provision is toado for those losses, in the 
company s account 

(4) Clowsco (b) and (c) of sub -soction (3) aball apply only to profit and losses of the 
subsidiary which may properly bo trontod in the holding company s kooounts as tovonuo 
profits or losses , and the profit or londos attributablo to any shards in subsidiary for 
the time being held by the holding company or any other of its subsidiarias shall not 
(for that or any other purposo ) be treated 4 aforesaid so far as they are profits or 
losses for the period before the date on or as from which tho ghares war scquired by 
the company or any of its subsidiaries , excopt that they may in a proper case be so 
treated where 


(a) the company is itself the subsidiary of another body corporato ; and 


(b ) the shares wetc acquired from that body corporato or a subsidiary of it, 


and for the purpose of determining whethat any profits of losses are to be treated as 
profits of losses for the said poriod , the profit or loss for any financial year of tho 
subsidiary may, if it is not practicable to apportion it with toasonable accuracy by 
reference to the facts, be treated as acctuing from day to day during that year and bo 
apportioned accordingly . 


(5) Whate the financial year or years of a subsidiary roforrod to in sub - soction (2 ) do 
not coincide with the financial year of thc holding company, a statement containing 
information on the following mattets shall also be attached to the balance shoot of tho 
holding company : 


( a ) whother there has boon any , and , if so , what change in the holding company s 
interest in the subsidiary between the end of the financial year or of the last of the 
financial years of the subsidiary and the end of the holding company s financial year , 


(b ) details of any material changes which have occurred between the end of the 
financial year or of the last of the financial years of the subsidiary and the end of the 
holding company s financial year in respect of 


(1) the subsidiary s fixed assets ; 


(ii) its investments ; 


(iii ) the moneys lent by it ; 


(iv ) the moncys borrowed by it for any purpose other than that of meeting 
cutrent liabilities . 


(0 ) If , for any reason , the Board of the holding company is unable to obtain 
information on any of the matters required to be specified by sub -section ( 4 ), a report 
in writing to that effect shall be attached to the balance shoot of the holding company . 


(7) The documents referred to in clauses (e), ) and (8 ) of sub -section ( 1) shall be 
signed by the persons by whom the balance shoet of the holding company is required 
to be signed . 


(8) The Central Government may , on the application or with the consent of the Board , 
direct that in rolation to any subsidiary , the provisions of this soction shall not apply , 
ot shall apply only to such extent as may be specified in the diroction 
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(9) If any such person as is referred to in sub -section (7) of section 163 fails to take 
all reasonable steps to comply with the provisions of this scction, he shall , in respect of 
cach offence , be punishablc with imprisonment for a term which may extend to six 
months, or with fine which may extend to ten thousand rupees , or with both : 


Provided that in any proceedings against a person in respect of an offence under this 
soction , it shall be a defonco to prove that a competent and reliablo person was charged 
with the duty of secing that provisions of this section were complied with and was in 
a position to discharge that duty : 


Provided further that no person shall be sentenced to imprisonment for any such 
offence unless it was committed wilfully . 


(10 ) If any person , not being a person reforrod to in sub - soction (7 ) of section 163 , 
having been charged by the managing director, manager, Board , as the case may be , 
with the duty of sccing that the provisions of this section att complied with , makes 
default in doing so , he shall, in respect of each offence , be punishable with 
imprisonment for a term which may extend to six months, or with fine which may 
extend to ten thousand rupees , or with both : 


Provided that no person shall be sentenced to imprisonment for any such offence 
unless it was committed wilfully : 


Provided furthor that nothing contained in this section shall apply to a bolding 
company, where such holding company opts to prepare group accounts , for itself and 
its subsidiaries pursuant to the first proviso to sub -section (1 ) of section 165 . 


Preparation 
of Consoll 
dated 
Accounts . 


168 . (1) Whore a company is a holding company in relation to onc or more of its 
subsidiarios, the directors shall, instead of preparing separate annual accounts for itself 
and for each of its subsidiary company, prepare annual accounts for itsolf and its 
subsidiaries (hereinafter in this soction referred to the consolidated accounts ) with effect 
from such date , the Central Government may direct, by notification to prepare the 
consolidatod accounts and place before the annual gonoral meeting of the holding company : 


subsidir cach of Cctors abans, a holdin 


Provided that a holding company may opt to prepare accounts for itself and its subsidiaries and 
place thoto before its annual general meeting consolidated accounts so long the notification 
roferred to in this section is issued by the Central Government: 


Provided further that where a holding company chooses to preparo consolidated accounts undat 
this sub - section , it shall be necessary for the holding company to attach the documents relating 
to the subsidiary or subsidiaries to its balance sheet under section 167. 


( 2) The consolidated accounts shall be in the prescribed form comprising , 


(a ) a consolidated balance -sheet dealing with the state of affairs of the holding 
company and its subsidiarics ; and 


(b ) a consolidated profit and loss account dealing with thc profit or loss of the 
holding company and its subsidiaries. 


( 3) The consolidated accounts shall, so far as may bo , give a true and fair view of 
the state of affairs As at the end of the financial year, of all the subsidiaries included in 
the group accounts as a whole , so far as it concerns members of the holding company . 


( 4) The consolidated accounts shall comply with the provisions of Schedule I as to 
the form and content of the consolidated balance sheet and profit and loss account and 
Additional information to be provided by way of notes to the accounts. 
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( 5) If compliance with any of the abovo provisions of this rection is inoon datant with 
the toquirement to give a truc and fair view for any roason , the directors shall dopart 
from such provision to the extent necessary to give a truc and fair view for any reason 
and the particulats of any such departure , the reasons for it and its cffoct, shall be 
given in a note to the accounts . 


169 . ( I) Where the Central Government considers it desirable for a holding company 
or a holding company s subsidiary to cxtcnd its financial year so that tho subsidiary 
financial year may end with that of the holding company , and for that purpose to 
postpone the submission of the relevant accounts to goncral mocting , that Governinent 
may , on the application or with the consent of the Board whose financial year is to be 
extended , direct that in the case of that company , the submission of accounts to geboral 
meeting, the holding of an annual general mecting or the making of an annual rebum , 
shall not be required to be submitted , held or made, carlier than the dates specified in 
the direction , notwithstanding anything to the contrary in this Act or in any other Act 
for the time being in forco . 


Financial 
year of 
holding 
company 
and 
subeldiary . 


(2 ) The Central Govomment shall, on the application of the Board of a holding 
company or a holding company s subsidiary , exercise the powers conferred on that 
Government by sub -section (1 ) if it is nocoksary so to do , in order to secure that the 
and of the financial year of thc subsidiary docs not precede the end of the holding 
company s financial year by moto than six months . 


170 . (1) A holding company may , by resolution , authoriso representatives named in Rights of 
the resolution to inspect the books of account kept by any of its subsidiarics; and the holding 
books of accoumt of any such subsidiary shall be open to inspoction by thosc company s 
representatives at any time during business houis . 

representa 

dve and 
(2 ) The rights conferred by soction 192 upon members of a company may bo momban . 
exercised , in respect of any subsidiary , by members of the holding cotapany as if they 
alone wete membots of the subsidiary . 


171 . (I) Thc balancc-shoot and the profit and loss account shall be approvod by the Authontice 
Board of directors before thos - - imed on bchalf of thc Board in accordance with the tion of 
provisions of this section and before they are submitted to the auditors for their report balance 
therton 

shoot and 

profit and 
(2 ) Evety balance-sheet and every profit and loss account of a banking company shall Foss 
be signed by the persons specified in clause (a ) or clause (6 ), as the case may bo , of account. 
sub -soction (2) of section 29 of the Banking Regulation Act, 1949 ; and in the case of 
any other company , by its manager or secretary , if any, and chief accounts officer , if 
any, and by not less than two directors of the company , obic of whom shall be a 
managing director, where there is one: 


10 


1949. 


Provided that in the case of a company not being a banking company , when only ono 
of its directors is for the time being in India , the balance shcot and the profit and lass 
account shall be signed by the said director but in such a case , there shall be attached 
to the balance- sheet and profit and loss account, a statement signed by bit explaining 
the reason for non - compliance with the provisions of this sub -section . 


172. (1) Every listed public company shall appoint & whole - time accounts officer to 
be known as the Chief Accounts Officer, who shall cither be a chartered accountant of 
a cost accountant and such accounts officer shall be responsible for the proper 
maintenance of the books of account of the company , and shall cnsuto proper disclosure 
of all roquired information indicated in the prospectus or any other offer document, and 
also ensure compliance of the provisions of this Act relating to the accounts of the company. 


Chief 
Accounts 
Offiocr . 
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(2) The Chlof Accounts Officer appointod under sub-section (1) shall also bo 
responsible for the preparation of mual accounts of the company. 


Board s 
toport . 


Bourd s 


173 . (1) Tboro shall be attached to overy balanoo -shoot laid boforc a company in 
gancral mooting , a foport by its Board , with respect to 


173. 


There shall be tached to every balance 


(a) the stato of the company s affairs ; 


(b ) tho mounts , if any , which it proposed to carry to any reserves in such balanco 
shoot; 


(c) the amount, if any, which it rocotnmonds should be paid by way of dividend ; 


amatorial changes and commitments, if any , affocting the financial position of 
the atopy which have occurred betwoon the ond of the financial your of the 
acompany to which the balanco -shoot tolatos and the date of the report. 


(c ) the oqonorvation of natpy , tochnology absorption , foreign exchange camnings 
and outro lp mich manner us may be proscribod; 


the tonsures takon for the protection of environmont in such mandat 28 may bo 
pacoorbod. 


(2) Tho Board s toport shell, so far a la material for the approcłation of the state of 
the company s affairs by te doembers and will not in the Bourd s opinion be harmful 
to the business of the company of of my of its subo dicas deal with toy changes 
which have occurred during the funcial yout 


(a ) in the nature of the company s besos 


(b ) in the country s suhtudies at ba the nature of the busincu arded on by 
them ; and 


(c) gonorally in the class of buurman to which the company has ma tetanoat. 


( 3) Tho Board s report of overy listed company shall includo information with respect 
to the following particulars in relation to cach of its divblons mod bustacos segments of 
which the share is ten per cont. or more of the total turnover of the company , 


(a ) review of operations during the financial your of the company to which the 
balance sheet tolatos and on the date of the report ; 


(6 ) market conditions during the financial year of the company to which the 
balance shoct relates and on the date of the report; and 


(c ) future prospects . 


(4) The Board s report shall also include a statement in the prescribed form showing 
the particulars of romutication paid during the financial year to which it relates to 


(a ) overy director , including managing and whole-time director of manager of tho 
company ; 
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(b ) overy person who holds any office or place of profit in the company within 
the mcaning of section 244 ; and 


(c ) every person who is in the employment of the company and who is a relativo 
of any diroctor of manager of the company and if so , the name of tho director and 
other particulars of the employee relating to his age, experience and oducational 
qualifications. 


Explanation . - Remunotation has tho samo meaning assigned to it in the Explanation 
below soction 157 . 


(5) The Board s toport shall also include a directors responsibility statement, 
indicating therein , - 


(1) that in the preparation of the annual accounts , the applicable accounting 
standards had been followed along with proper explanation relating to material 
dopartures; 


(1 ) that the director had selected such accounting policies and applied thom 
consistently and made judgments and estimates that are reasonable and prudent so as 
to give a true and fair view of the state of affairs of the company at the end of the 
financial year and of the profit or loss of the company for that period ; 


(ili) that the diroctons had taken proper and sufficicnt care for the maintenance of 
adoquatc accounting tocords in accordance with the provisions of this Act for 
safeguarding the assets of the company and for preventing and detecting fraud and 
other irregularities ; and 


( iv ) that the directors had prepared the annual accounts on a going concom basis. 


(6 ) The Board shall also be bound to give fullest information and explanation in its 
report aforosaid , or, in cases falling under the proviso to soction 178 , in an addendum 
to that report on cvery reservation , qualification or adverse remark contained in the 
auditors report. 


( ) The Board s report and any addendum thereto shall be signed by its chairman if 
he is authorised in that behalf by the Board ; and where he is pot 80 authorised , shall 
be signed by such number of directors as are required to sign the balance sheet and the 
profit and loss account of the company under section 171 . 


(8 ) If any person, being a director of a company, fails to take all reasonable steps to 
comply with the provisions of sub-sections (1) to (5), or being the chairman, signs the 
Bourd s report otherwise that in conformity with the provisions of sub -section (7), hc 
shall, in respect of cach offence , be punishable with imprisonment for a term which 
may oxtend to six months, or with fine which may extend to ten thousand tupecs, or 
with both : 


Provided that no person shall be sentenced to imprisonment for any such offence 
unless it was committed wilfully : 


Provided further that in any proceedings against a petson in respect of an offence 
under sub -section (1 ), it shall be a defence to prove that a competent and reliablo 
person was charged with the duty of secing that the provisions of that sub -section were 
complied with and was in a position to discharge that duty . 
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(9 ) If any person , not being a diroctor, having been charged by the Board with the 
duty of scoing that the provisions of sub-sections (1) to (5) are complied with , makcs 
a default in doing so , he shall, in respect of cach offence , be punishable with 
imprisonment for a term which may cxtend to six months, or with finc which may 
axtand to ten thousand rupocs, or with both : 


Provided that no person shall be sentenced to imprisonment for any such offence 
unloss it was committod wilfully . 


174 . (a ) If any copy of a balance shoct or profit and loss account which has not been 
signed are required by scotion 171 is issued , circulated or publishod ; or 


Penalty for 
improper 
isguc , 
circulation 
or publica 
tion of 
balanct 
shect or 
profit and 
logis 
Account 


(b ) if any copy of a balance shoot is iksuod , circulated or publishod without there 
being annexed or attached thcroto , as the casc may be , a copy cach of (i) the profit 
and loss account, ( ii ) any accounts, reports or statoments which , by virtue of action 
168 , are requirod to be attached to the balance shoct. (iii) the auditors report, and (tv ) 
the Bourd s toport referred to in section 173 ; 


the company , and every officer of the company who is in a dofault, shall be punishable 
with finc which may oxtond to five thousand cupces . 


Right of 
members to 
coplas of 
balance 
shoot and 
auditors 
tepott. 


175 . (1) A copy of every balancc -8bect ( including the profit and loss account, the 
auditots topott and overy other document required by law to be annexed or attachod , 
As the case may be , to the balance sheet) which is to be laid before a company in 
goncal mooting shall, not less than twenty -ono days before the date of the mooting , bo 
sont to every member of the company , to every trustoc for the holdets of any 
dobenturos lagued by the company , whether such trustees is or is not entitled to have 
notices of general meetings of the company sent to him , and to all persons other than 
such membcts or trustoos , being persons so entitled : 


Provided that , 


(a ) in the caso of a company not having a shanc capital, this sub - section shall not 
require the sending of a copy of the documents aforesaid to a member, or holder of 
dobentures, of the company who is not ontitlod to bave notices of general meetings of 
the company sont to him ; 


(b) this sub-section shall not require a copy of the documents aforcsaid to be 
sont 


(1) to a member , or holder of debentures, of the company , who is not ontitled 
to have notices of general meetings of the company sent to him and of whose 
address the company is unaware ; 


(ii) to more than one of the joint holders of any sharcs or debentures none of 
whom is entitled to have such notices sent to him ; 


( ili) in the case of joint holders of any sharcs or debentures some of whom o 
and some of whoto art not entitled to have such poticos sent to them , to thoso 
who are not so cntitled ; 


(c ) if the copies of the documents aforesaid are sent loss than twenty - onc days 
before the date of the mooting , they shall, notwithstanding that fact, be decmod to 
have been duly sent if it is so agreed to by all the mombors entitled to vote at the 

ccting. 
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(2 ) Any member or holder of debentures of a company and any person from whom 
the company has accepted a sum of moncy by way of deposit shall, on demand , be 
ontitled to be furnished free of cost, with a copy of the last balance shoot of the 
company and of every document required by law to be annexed or attached thoreto , 
including thc profit and loss account and the auditors report. 


(3) If default is made in complying with sub - section (1), the company , and every 
officer of the company who is in default, shall be punishable with fine which may 
extend to fivc thousand rupees . 


( 4) If , when any person makes a demand for a copy of any documont with which bo 
is entitled to be furnishod by virtue of sub - soction (2 ), default is made in complying 
with the demand within seven days after the making the cof, thc cotupany , and overy 
officer of the company who is in default , shall be punishablc with finc which may 
axtend to five thousand nupcas, unless it is proved that that person had already made a 
demand for and been furnished with a copy of the documncnt. 


(5) The Tribunal may also , by order, direct that the copy demanded shall forthwith 
be furnished to the person concerned . 


176 . (1) After the balance-sheet and the profit and lose account have been laid beforo 
a company at an annual gencral meeting , copies of such balance -shoct and profit and 
loss account shall be filed with the Registrar, the Director (Rescarch and Statistics ) of 
the Department of Company Affairs of the Central Govemment and the Reserve Bank 
of India within thirty days from the date on which the balanoc-sheet and the profit and 
loss account were so laid . 


Copios of 
balapoc 
wboot, 
otc., to bo 
filled . 


(2 ) Where the annual gencral mecting of a company for any year has not boon hold , 
the documents referred to in sub - section (I ), duly signed , shall be filled with the 
Registrar and the officor and the authority specified in that sub - section within thirty 
days from the latest day on or before the annual general meeting should have boon bold 
In accordance with the provisions of this Act. 


(3) In the case of a privato compatry , copies of the balanoc shoot and the coptos of 
the profit and loss account shall be filled with the Registrat separately . 


(4) If the annual gencral meeting of a company before which a balance sheet is laid 
As aforesaid does not adopt the balance shoct, or is adjourned without adopting the 
balancc-shoct or, if the annual general mooting of a company for any year has not boon 
hold , a statement of that fact and of the reasons therofor shall be annexed to the 
balance shoct and to the copies thoroof tequired to be filed with the Registrar . 


(5) If default is made in complying with the requirements of this soction , the 
company, and overy office of the company who is in default, shall be punishable with 
fine which may cxtend to five hundred rupees for every day during wbich the default 
continuos . 


177 . ( 1) Whctt any particulars or information is required to be given in the balance 
sheet or profit and loss account of a company or in any document required to bo 
annexed or attached thereto , it shall be the duty of the concerned officer of the 
company to furnish without delay to the company , and also to the company s auditor, 
whenever he so roquircs, those particulars or that information in as full a manna as 
pokalblo . 


Duty of 
officer to 
make dis 
closult of 
payments , 
oto . 


(2) The particulars or infomation referred to in sub - section (1) may relate to 
payments made to any director or other person , by any other company , body corporate, 
firm or person . 
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(3) If any person knowingly make default in performing the duty cast on him by 
the provisions of this scction , ho shall be punishable with imprisonment which may 
axtand to six months, or with fine which may extend to fifty thousand tupocs, or with 
both . 


Construction 
of tofaton 
000 to 
documont 

parod to 
wountai . 


17 . Any rofaradoc to this Act to a documont annoxod or required to be apmoxod to 
4 company s accounts or any of them shall not include the Bound s toport, the auditors 
report of any documents attachod or required to be attached to thoso accounta : 


rovided that my information which is required by this Act to be givon in the 
Moon , and be allowed by it to bo given in a statemont annexed to the accounts , may 
be given in the Bourd s report Inatoad of in the account; ud ff any auch Information is 
to ven , dhe soport all bo m oxod to the accounts and this Act shall apply to tolation 
thoroto socordingly , cxoopt that the auditoru shall report thatoon only in so far as it 
gives the maid Information 


Cortata 
compania 
to pubHub 
statement 


17 . ( 1 ) Evory company which is a limited banking company , an insuranco company , 
of a dopoalt, provident, ar bencat socloty , shall , boforo it commonoos business and also 
on the dist Monday to May and the first Monday in November in every your during 
which It carries on her , make a statement in such form as may be prescribed or as 
nout tharoto w stron a s Admit . 


(2) A copy of the import, togothar with copy of the last auditod balanco-shoot 
lald before the members of the company, shall be displayod and until the diaplay of the 
next following statement, shall be kept or displayod , in a conspicuous place in the 
rogiste od odloo of the cotupuy, and in ovoty branch office or place where the 
butoas of the company in autriad on . 


( 5) Every moeber , med overy croditor, of the company shall be entitled, on payment 
of moh . Au u tray bo prescribed , to be furniahod with a copy of the statomont 
within roven days of auch payment. 


( 4 H default is modo in complying with any of the requiroments of this soction , the 
company , ud overy officer of the company who is in default, shall be punishable with 
fine which may extend to five hundred rupees for cvery day during which the default 
continuos . 


4 of 1938 . 


(5) This soction shall not apply to a lifo Assurance company or provident ingranoc 
socioty to which the provisions of tho Insurance Act, 1938 , as to tho anual statements 
to be made by such company of society , apply, with or without modification , if the 
company or society complies with those provisions. 


Audit 


Appoint 
ment and 
tomunata 
tion of 

tới . 


180 . ( 1) Every company shall, at each annual gancral meeting , appoint an auditor or 
auditors to hold office from the conclusion of that moeting until tho conclusion of the 
baxt annual general moeting and aball, within thirty days of the appointment, give 
intimation theroof to cvary auditor so appointed : 
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Provided that before any appointment or to- appointment of auditor or auditora ts mado 
by any company at any annual goncral meeting , a written cortificato shall be obtained 
by the company from the auditor or auditors proposed to be so appointed to the cffoct 
that the appointment or to - appointment, if made, will bo in accordance with the limits 
spocified in sub -soction (3). 


(2) No company shall appoint or to-appoint an auditor for more than fivo conocutive 
totho: 


Provided that nothing in this sub -section shall disqualify an auditor referiod to to this 
sub -soction from being considered by the company for appointment as an auditor for 
the expiry of five years from tho ond of the last appointment 


(3) Bvary auditor appointod at any amual genonal mooting in place of totiring 
auditor shall , within thirty days of the toocipt from the company of the Intimation of his 
appointment, inform the Registrar in writing that he has soooptod , a returned to nooopt 
the appointment. 


(4 ) No company or its Board shall appoint or ro -appoint any patron who is in 
otoploytacat oliowbare or a fim as its auditor if such patron of our h , a tho dato of 
such appointment or to-appontment, bolding appointment m auditor of twonty - fivo 
compania or more : 


Provided that in the case of a firm of auditors , the poottled number of companies 
shall not cxcood twenty -fivo in rolation to avory partner of the from who b not to 
anployment olsowhore : 


Provided further that wheto ay partner of the Arm is also partner of any other form 
or Aims of uuditors , the number of compania which may be taken into Account, by Jl 
the films togathat , in folation to such partner shall not atcood twenty - five companies in 
the uggrogato : 


Provided also that where any partner of . fion of auditor is also boldlag oftlog, to 
his individual capacity as tho auditor of ono a more companies , the momber of 
companies which may bo takon into ao out in his caso shall not axoood twenty - five 
companies in tho aggregato . 


( 5) At any annual gencral moting , i rotiring auditor , by whatsoever authority 
Appointod , shall be to appointed , lead , 


(a ) he is not qualified for re- uppointment; 


(6 ) he has given the company notice in writing of his unwillingnow to be to 
appointed ; 


(c) a rosolution has been passed at that meeting appointing somobody instead of 
him or providing axproasty that he shall not be te -appointed ; at 


( d ) whato bottoe bus boon given of an intended tosolution to appoint om pogon 
or patrons in the plase of touring auditor, and by toason of the douth, nonpaolty a 
disqualification of that person or of all those patsons , o the cho may be, the 
fonolution annot be prooooded with . 
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(0 ) Whorc any company at an annual general mocting fails or omits to pass resolution 
appointing or ro - appointing an auditor , of where the auditor has refused to be so 
appointed or re -appointod , the Central Governmont may appoint a potson to fill tho 
Vacancy . 


(7) The company shall , within seven days of the Central Government s power under 
sub -8cction (5 ) , becoming exercisable, give notice of that fact to that Governacht; and , 
if a company falls to givo such notice , the company , and every officer of the company 
who is in a default , shall be punishablo , with fine which may extend to five thousand 
rupcas . 


(8) The first auditor or auditors of a company shall be appointod by the Board within 
one month of the date of togstration of the company ; and the auditor or auditors so 
appointed shall hold office until the conclusion of the first annual gencral mooting: 


Providod that 


(a ) the company may, at a general meeting , remove any such auditor of all or any 
of such auditons and appoint in his or their places any other person or persons who 
have boob pominatod for appointment by any member of the company and of whose 
nomination, notice has been given to the members of the company not less than 
fourteen days before the date of the mooting; and 


(b ) if the Board fails to exercise its powers under this sub -section , the company in 
general meeting may appoint the first auditor or auditors . 


( 9 (a ) The Board may fill any Casual vacancy in the office of an auditor, but while 
any such vacancy continuas , the remaining auditor or auditors , if any , may act: 


Provided that where such vacancy is caused by the resignation of an auditor, the 
Vacancy shall only be filled by the cotapany in general mecting . 


(b ) Any auditor appointed in a casual vacancy shall hold office until the conclusion 
of the next annual general meeting . 


(10 ) Except as provided in the proviso to sub -section (7), any auditor appointed under 
this section may be removed from office before the expiry of his term only by the 
company in general meeting, after obtaining the previous approval of the Central 
Government in that behalf. 


( 11) The remuncration of the auditors of a company , 


(a ) in the case of an auditor appointed by the Board or the Central Government, 
may be fixed by the Board or the Contral Government, as the case may bc ; and 


(b ) subject to clause (a ), shall be fixed by the company in gencral mecting or m 
such mannct as the company in a general meeting máy determine , 
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181 . (1) Where it is proposed to appoint a person , other than a totiring auditor, of 
that a retiring auditot shall not be re -appointed, special notice shall be required for such 
a resolution along with a deposit of ten thousand rupees, which shall be refunded to 
the person giving the special notice if the resolution is passed . 


Provisions 
48 to 
resolutions 
for appoint 
ing or 
removing 
auditors . 


(2 ) On roccipt of notice of such a resolution , the company shall forthwith send a 
copy thereof to the retiring auditor . 


(3) Where notice is given of such a resolution and the retiring auditor makes with 
respect thereto brief representation in writing to the company and requests their 
notification to motubers of the company , the company shall, unless the representations 
arc roccived by it too late for it to do so , 


(a ) in any totice of the resolution given to members of the company , state the 
fact of the representations having been trado; and 


(6 ) seod a copy of the representations to cvcry member of the company to whom 
notice of the mooting is scnt, whether before or after the roccipt of the 
representations , by the company, 


and if a copy of the toprescntations is not sent as aforesaid because they were received 
too late or because of the company s default, the auditor may (without prejudice to his 
right to be heard orally ), require that the represcntatiotus shall be road out at the 
meeting : 


Provided that copies of the representations nood not be sent out and the 
representations need not be read out at the meeting , if on the application either of the 
cotapany or any other person who claims to be aggrievod , the Tribunal is satisfied that 
the rights conferred by this sub -section are being abused to secure needless publicity for 
dcfamatory matter, and the Tribunal may order the company s costs on such an 
application to be paid in whole or in part by tho auditor , potwithstanding that he lo pot 
a party to the application . 


(4 ) Sub-scctions (2) and (3) shall apply to a resolution to remove the first auditoto 
or any of thom under sub - section (7 ) of soction 180 or to the removal of any auditor 
of auditots under sub -soction (9 ) of that section , as they apply in relation to a tosolution 
that a retiring auditor shall not be to -appointed . 


182 . (1 ) A person shall not be qualified for appointincnt as auditor of a company 
unless he is chartered accountant in practice : 


Qualifica 
tions and 
diaquali 
fications 
of auditoto . 


Provided that a firm whoroof all the partners practising in India are qualified for 
appointment as aforesaid may be appointed by its firm name to be auditor of a 
company , in which case any partner so practising may act in the name of the fim . 


(2) None of the following petsons shall be qualified for appointment as auditor of 
& company - 


(a ) a body corporato ; 


(b ) an officer of employoo of the company ; 


(c ) a person who is a partxct, or who is in the cmployment of an officor or 
ctoployce of the company ; 


(d ) a person who is indebtod to the company for an amount cxcceding ton 
thousand rupees , or who has given any guarantec or provided any security in 
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connection with the indebtedness of any third patson to the company for an amount 
oxoooding ton thousand rupeca ; 


(c) a tolativo of a diroctor or manager of the company ; 


a person holding any scourity of the company after a period of onio year from 
tho dato of commcncement of this Act : 


Provided that nothing in this clause shall apply to a person who holds tho socurida 

nomince or trustee for any third person and in which the holder has no beneficial 
interest 


(3) A person shall also not be quallflod for appointment as auditor of a company if 
heb , by virtue of sub -soction (2 ), dlaqualified for appointment as auditor of any other 
body corporato which is that compatry s muboldiary a holding company or a subsidiary 
of that company s holding company , or would be so disqualified if the body corpotato 
wat e company . 


(4) If an auditor booomos Aubjoct , after his appointment, to any of the 
disqualifications poolned in sub -scotions (2 ) and ( 3), he shall be dootnod to have 
Vacatod hb ofiloc - ruch . 


Powato and 
duties 


183 . ( 1) Evary auditor of a company shall have a right of scoors at all times to the 
books of scoount ad vouchers of the company, whether kept at the head office of the 
company of oleowbord and shall be entitled to require from the officers of the company 
auch information mod explanations as the auditor may think tcccssary for the 
performance of his duties as auditor. 


auditot . 


(2) Without profudice to the provisions of sub -section (1), the auditor shall inquitt 


(a ) whothat loans and advancos made by the company on the basis of security 
have boon properly secured and whether the terms on which they have bocn made 
ato pot prejudicial to the interests of the company of its membots ; 


(b ) whothor transactions of the company which are represented merely by book 
catria to pot prejudicial to the interests of the company ; 


(c) where the company whosc principal business is the acquisition of sharcs, 
dobentures or other securities or a banking company , whether so much of the assots 
of the company as consist of socurities , debentures and other securities have been 
sold at e - price less than that at which they were purchased by the company; 


(d ) whether on tho basis of information and explanations obtained by the auditor 
under sub- soction (1) he has any commonts to offer on loans and advancos mado by 
the company have beon shown as deposits ; 


(c ) whothar potsonal expenses have been charged to revchuc account; 


where it is stated in the books and papers of the company that any socurities 
have been allotted for cash , whether cash has actually been tooolved in respect of 
such allotment, and if no cash has actually boot so toccived , whether the position as 
stated in the account books and the balanco shoot is correct, regular and not 
misloading ; 


(8 ) whether the bank account for unpaid dividend referred to in section 161 bas 
boon crodited with the fund for full payment for unpaid dividend ; 
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(h ) whether adoqunto stops have boon takan by the company to pay deposito which 
have booomc duc for topayment of deposit to deposit boklots along with tousons for 
non - payment of such deposits . 


(3) The auditor shall make a report to the members of the company on the accounts 
cxAminod by him , and on overy balance shoet and profit and loss account and on ovaty 
other document doclared by this Act to be part of a annexed to the balanco -aboot or 
profit and long account, which ert laid before the company in general mooting during 
his tenure of office, and the report shell state whether, in his opinion and to tho boot of 
his information and coonding to the explanations givon to him , tho said accounts give 
tho information required by this Act in the manner so requtred and give a true and fair vlow 


() in thc case of the balance shoot, of the stato of the company s attahes wat 
the end of its financial your; and 


( il) in the case of the profit and loss account, of the prodt or low for it 
year . 


walal 


(4) The auditors roport shall also state 


(a ) whother be bas obtained all the information and explanations which to the 
best of his knowledge and belief wat roommary for tho purpose of his audit; 


(b) whothor, in his opinion, proper boolo of account as toquired by law have boon 
kept by the company so far as pants from his axamination of those book . , mod 
proper roturn adoquate for the purpose of his audit havo boan rcoolvod from 
branches not visitod by him ; 


(c ) whether the report on the mooount of way branch offico audited under sootion 
184 by a person other than the company s auditor has boon forwarded to him as 
required by clausc (c ) of mub tootion (1) of that soction and how he has dealt with 
the same in preparing the auditor s report; 


(d ) whether the company s balance shoot and profit and lons account doalt with 
by the report and in grootout with the book of account and retums; 


(e) whether in ble optalon , 


(1) Accounting policies of the company are in conformity with the accounting 
standard , 


(1 ) there have been any deviation from the company s accounting policies ; and 
If so, tho quintum of financial implications such doviations bave caused , 


(iii) tho mocounting troatment in the balance aboot and the profit and loss 
Account in topoct of any item is inappropriato ; 


whether the company has taken adequate steps to repay deposits duc , alongwith 
intatost ou dividend doclarod . 


( 5) Where any of the mattots toferred to in clauses (1) and ( ii ) of sub -section (3) or 
in clausas (a ), (b ), (c ), (d ) and (e ) of sub-soction (4 ) 18 answorod in tho nogative . or 
with a qualification , the auditors report shall state the frason for the answa . 


(0 ) The Central Government may , by a getical or spocial order, diroct that, in the 
case of such class or doctiption of companies as may be specified in the order, the 
auditors report shall also include a statement on such matters as may be spociflod thorein : 
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Provided that before making any such order the Central Government may consult 
the Institute of Chartered Accountants of India constituted undor the Chartered 
Accountants Act, 1949 in regard to the class or description of companies and other 
Ancillary matters proposed to be specified therein unless the Government decides that 
such consultation is not necessary or expedient in the circumstances of the caso . 


38 of 1949. 


(7 ) The accounts of a company shall not be decined as not having been , and the 
auditors report shall not state that those accounts have not been , properly drawn up on 
the ground morcly that the company has not disclosed certain thatters if 


(a ) those matters art such as the company is not required to disclose by virtuc 
of any provisions contained in this or any other Act, and 


(b ) those provisions are specified in the balance shoct and profit and loss account 
of the company . 


Audit of 
accounts of 
branch 
office of 
company . 


184. (1 ) Where a company has a branch office , the accounts of that office shall, bo 
audited by the company s auditor appointod under soction 180 or by a person qualified 
for appointment as an auditor of the company under section 182, or where the branch 
officc is situate in a country outside India , cither by the company s auditor or a person 
qualified as aforesaid or by an accountant duly qualifiod to act as an auditor of the 
accounts of the branch office in accordance with the laws of that country , 


(2) Where the accounts of any branch office are auditod by a person other than the 
company s auditor the company s auditor 


(a ) shall be entitled to visit the branch office , if he deems it ncccssary to do so 
for the performance of his duties as auditot, and 


(b ) shall have a right of access at all times to the books and accounts and 
vouchets of the company maintained at the branch office . 


( 3 ) (a ) Where a company in a general meeting decides to have the accounts of a 
branch officc audited otherwise than by the company s auditor, the company in that 
mecting shall for the audit of those accounts appoint a person qualified for appointment 
AS Auditor of the company under section 182 , or where the branch office is situato in 
a country outside India , a person who is cither qualified as aforesaid or an accountant 
duly qualified to act as an auditor of the accounts of the branch office in accordance 
with the laws of the country , of authorise the Board to appoint such a person in 
consultation with the company s auditor ; 


(6 ) the person so appointed (hercinafter in this section referred to as the branch 
auditor) shall have the same powers and duties in ftspect of audit of the accounts of 
the branch office as the company s auditor has in respect of the same; 


(c ) the branch auditor shall prepare a report on the accounts of the branch office 
cxamined by him and forward the same to the company s auditor who shall in 
preparing the auditors report, deal with the same in such manner as he considets 
ncccssary ; 


(d ) the branch auditor shall receive such temuneration and shall hold his appointinent 
subjcct to such terms and conditions as may be fixed either by the company in general 
meeting or by the Board if so authorised by the company in gencral mocting . 
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185. Only the person appointed as an auditor of the company , or where a firm is 
so appointed in pursuance of the proviso to sub - section ( 1) of soction 182 , only a 
partner in the fima practising in India , may sign the auditors report, or sign or 
authonticate any other document of the company required by law to be signed or 
authenticatod by the auditor. 


Signaturo 
of audit 
report, etc . 


186 . (1) The auditors report shall be read bofore the company in gooral mocting 
and shall be open to inspoction by any member of the company. 


(2) All notices of, and other communications relating to , aby general moeting of 
company which any member of the company is entitled to have sont to him shall also 
be forwarded to the auditor of the company ; and the auditor shall be onddod to attend 
any general meeting and to be heard at any general mooting which he attends on any 
part of the business which concems hitu As auditor . 


Reading and 
inspootion 
of auditors 
toport and 
auditors 
right to 
attend 
Annual 
general 
thooting 


187. If dofault is made by a company in complying with any of the provisions Penalty for 
contained in sections 181 , 182 , 184 and 186 the company , and every oftiloct of the 100 - comp 
company who ls in default, shall be punishable with finc which may extond to fivo Banco with 
thousand rupecs. 

certain 
soctions . 


188. If any auditoir teport is made, or any docutront of the company is signed or Penalty for 
authenticatod , otherwise than in conformity with the requirements of soctions 183 and non - compli 
185 , the auditor concerned , and the person , if any , other than the auditor wbo signs the ance by 
report or signs or authenticates the documont, shall, if the default is wilful, bo auditor with 
punishable with fine which may cxtend to ton thousand rupoos . 

poctions 
183 and 
185 . 


189. (1) Where in tho opinion of the Central Governmont it is necorsary so to do 
in relation to a class of companies in respect of which a nodfication has been issued 
under clauso (d ) of sub -section (1) of soction 163, it may , by order , direct that in audit 
of accounts of such class of companics shall be conducted by a Cost Accountant in 
such manner as may be specified in the order . 


Audit of 
cost 
accounts . 


(2 ) The provisions of sections 180 and 183 relating to the appointment, remuneration 
and disqualification of auditors shall, so far as may be , apply in relation to the 
appointment, remuneration and disqualification of cost accountants appointed under this soction 


(3) The audit conducted under this section shall be in addition to the audit undor 
section 180 . 


(4 ) An auditor appointed under this section shall have the same powers and duties 
in tolation to the audit conducted by him as an auditor of a company undet sub - section 
( 1) of scction 180 and much auditor shall make his report duly signed by him to the 
Board to such form and within such time as may be prescribed . 


(5) An auditor appointed under section 180 as an auditor of a company shall not be 
appointed or re - appointed for conducting the audit the cost accounts of company under 
this section . 


( ) If a person appointed for conducting the audit of copt accounts of a company 
becomes subjoct, after his appointment, to any of the disqualifications spootfied in this 
section , he shall, on and from the date on which he becomes so subject, conse to 
conduct the audit of cost accounts of the company . 
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( 7) The Board shall include in its report under sub -soction ( 3) of soction 173 its 
comments on the toport submitted by the auditor under this section . 


(8) If default is made in complying with the provisions of this section , the company 
shall be punishable with fine which may extend to five thousand rupees , and every 
officer of the company who is in default, shall be punishable with imprisonment for a 
torm which may extend to three years , or with fine which may extend to five thousand 
rupoos , or with both . 


Power of Registrar to call for information , etc . 


Power of 
Registrar 
to call for 
information 
or axpla 
nation . 


190 . (1 ) Wherc , on perusing any document which a company is tequired to submit 
to him under this Act , the registrar is of the opinion that any information or explanation 
is necessary with respect to any matter to which such document purports to relato , be 
may , by a written order , call on the company submitting the document to furnish in 
writing such information or explanation , within such time as he may specify in the 
ordor. 


(2 ) On receipt by the company of an order under sub -section (1), it shall be the duty 
of the company, and of all persons who are officers of the company , to fumlah such 
information or explanation to the best of thcir power . 


(3) If no information or cxplanation is furnished within the time spocified or if the 
information or explanation furnished is , in the opinion of the Registrar, inadequate , tho 
Registrar may by another written order call on the company to produce before him for 
his inspection such books and papers as he considers nccessary within such time as he 
may specify in the order, and it shall be the duty of the company, and of all potsons 
who are officers of the company , to produce such books and papers . 


( 4 ) If the company , or any such person as is referred to in sub -scction ( 2 ) or sub 
section (3), refuses of neglects to furnish any such information or explanation or if the 
company of any such person refuses or neglects to produce any such books and papers, - 


(a ) the company and cachi such person shall be punishable with fine which may 
extend to five thousand rupees and in the case of a continuing offence , with an 
additional finc which may extend to two hundred tupocs for every day after the first 
during which the offence contitucs; and 


(b ) the Court trying the offence may , on the application of the Registrar and after 
notice to the company , make an order on the company for production before the 
Registrar of such books and papers as in the opinion of the Court, may reasonably 
be required by the Registrar for the purpose referred to in sub -section (1) . 


(5) On receipt of any writing containing the information or explanation referred to 
in sub -section (1), or of any book or paper produced whether in pursuance of an order 
of the Registrar under sub- section ( 3) or of an order of the Court under sub- section ( 4) , 
the Registrar may annex that writing , book or paper, of where that book or paper is 
required by the company , any copy of extract thereof, to the document referred to in 
sub - section ( 1 ); and any writing or book or paper or copy or axtract thcrcof so annexed 
shall be subject to the like provisions as to inspection , the taking of extracts and the 
furnishing of copics, as that document is subject. 


(0 ) If such information or explanation is not furnished within the specified time or 
if after perusal of such information or cxplanation or of the books and papers produced 
whether in putsuance of an order of the Registrar under sub- section (3) or of an order 
of the Court under sub -section ( 4), the Registrat is of opinion that the document 
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referredand paperse of any metrcumstas 


referred to in sub -section (1 ), together with such information or explanation or such 
books and papers discloses an unsatisfactory state of affairs or does not disclosc a full 
and fair statctncnt of any matter to which the document purports to rolate, the Registrar 
shall report in writing the circumstances of the case to the Central Government. 


(7 ) If it is represented to the Registrar on matcrials placed before him by any 
contributory or creditor or any other person intorostod that the business of a company 
is being carried on in fraud of its creditors or of persons dealing with the company or 
otherwise for a fraudulent or unlawful purpose , he may , after giving the company at 
opportunity of being heard , by a written order, call on the company to furnish in 
writing any information or cxplanation on matters specified in the order, within such 
dme as he may specify thcrcin ; and the provisions of sub- sections (2 ), (3 ), (4 ) and (0 ) 
of this section shall apply to such order. 


(8 ) If upon inquiry the Registrar is satisfied that any reprosentation on which ho 
took action under sub - section (7 ) was frivolous or vexatious, he shall disclose the 
identity of his informant to the company , 


(9) Thc provisions of this section shall apply mutatis mutandis to documents which 
a Liquidator , or a foreign company is required to file under this Act. 


191. ( 1) Where , upon information in his possession or otherwise , the Registrar has Seizure of 
reasonable ground to believe that books and papers of , or relating to , any company or documents 
other body corporate or managing director or manager of such company or other body by 
corporate , may be destroyed , mutllatod , altered , falsified or socretod , the Rogistrar may Registrar . 
make an application to the Regional Director having jurisdiction for an order for the 
seizure of such books and papers . 


(2 ) After considering the application and bearing the Registrar, if nocomsary , the 
Regional Director, for reasons to be recorded in writing , may, by order , authorise the 
Registrar 


(a ) to chter , with such assistance as may be required , the place or places where 
such books and papers are kept; 


(b ) to search that place or those places in the manner specified in the order, and 

(C ) to seize such books and papers as he considers ncccssary after allowing copics 
of such books or papers to be taken . 


( 3) The Registrar shall return the books and papers scizod under this section , as soon 
As may be , and in any case not later than the thirtieth day , after the scizure , to the 
company or the other body corporate or the managing director or the manager or any 
other person , from whose custody or power they were scizod and inform the Regional 
Director of such return : 


w we managing director or the mana --- 


Provided that the Registrar may , before returning such books and papers as aforesaid , 
ake copies of, or extracts from , theta or place identification marks on them or any part 
hercof or deal with the same in such other manner as he considers ficccssary . 


(4) Save as otherwise provided in this section , every search or seizure made under 
this section shall be carried out in accordance with the provisions of the Code of 
Criminal Procedure , 1973 relating to searches or acizures made under that Codo . 


2 of 1974 . 


(5) The Contral Govomment may prescribe such guidelincs as may be considered 
necessary for purposes of this soction 
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Investigation 


Investigation 
of the 
affairs of 
a company , 


192 . (1 ) Tho Contral Government may , where a roport has boon medo by the 
Registrat under sub - section ( ) of scction 190 , or under sub - soction ( 7 ) of that soction , 
read with sub - soction (0 ) tbcroof, appoint one or more competent persons as inspectots 
to investigato the affairs of a company and to report thereon in such mannet as tho 
Contral Government may diroct. 


( 2) Where 


(a ) in the case of a company having a share capital, an application bas boon 
rocolved from not less than two hundrod members or from membots holding not less 
than one-tonth of the total voting power thorain , and 


(b ) in the casc of a company having no share capital, an application has been 
rooolved from got less than one - fifth of the potsons on the company s reglator of 
membots , 


the Tribunal may , after giving the parties an opportunity of being heard, by order, 
declard that the affairs of the company ought to be investigated by an inspector or 
Inspectors, and on such a declaration being mado, the Central Govominant shall appoint 
one or more competent persons as inspectors to investigate the affairs of tho company 
and to soport thotoon in such manner as the Cantral Governmont may diroct. 


(3) An application by members of a company under sub -roction (2) shall be 
supported by such evidctoo as the Trbunal may requirc for the purpos of showing that 
the applicants have good reason for requiring the investigation ; and the Central 
Government tay , befoto appointing an inspector, require the applicants to give scourity , 
for such atomt not exceeding ten thousand rupees as it may think fit , for payment of 
the costs of the investigation . 


193 . (1) Without projudice 
Government 


to 


its powers under section 


192 , the Contral 


Investigation 
of 
company s 
affairy in 
other CABOS . 


(a ) shall appoint one or more competent persons ag inspectots to investigato the 
affairs of a company and to report thereot in such manner as the Contra ] 
Government may direct, if 


( ) the company , by a special resolution ; or 


(i ) the Court, by order, 


doclares that affairs of the company ought to be investigated by an inspector 
appointed by the Contral Government, and 


(b ) may do so it , in 
suggesting 


the opinion of tho Tribunal, there arc circum : ancos 


() that the business of the company is being conducted with intent to ( fraud 
its creditors , mombers or any other porsons, or otherwisc for fraudulont or 
unlawful purpose , or in a manner oppressive of any of its members , or that the 
company was formed for any fraudulent or unlawful purpose ; 


(i ) that persone concerned in the formation of the cotupany or the MADA goment 
of its affairs havc to connoction thorowith bocn guilty of fraud, misfomgance or 
other misconduct towards or towards any of its membets ; or 
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SA 


( ül) that the members of the coinpany have not boon glvon all the mormation 
with respect to its affairs which thoy might reasonably expoot, including 
information relating to the calculation of the commission payable to a managing 
or other director, or the managor , of the company . 


(2 ) No firm , body cup to or other Association shall be appointed as an inspoctor 
undor section 192 or this excdon 


194 . (1 ) If an inspecto : appointed under soction 19 or soction 193 to investigate the 
affairs of a company thinks it acccssary for the purposoy of his investigation to 
investigate also the affairs of - 


Power of 
topoctors 
to carry 
investigation 
into affair 
of tolatod 
companies , 
otc . 


(a ) any other body corporate which is, or has at any relevant timo boon the 
company s subsidiary or holding company , or a subsidiary of its holding company , 
or a holding company of its subsidiary ; 


(b ) any other body corporate which is , or has at any relovant tito boon , managed 
by any person as managing director or as manager, who is , or was at the relevant 
timo , cither tho managing diroctor or the manager of the company ; or 


(c) any person who is or has at any relevant time boon the company s managing 
director or manager, 


the inspector shall , subject to the provisions of sub - scction ( 2 ), bayc powat so to do and 
shall roport on the affairs of the other body corporato at of the managing director, 
manager, so far as ho thinks that the topults of his investigations thereof art rolovant to 
the investigation of the affatts of the first-mentioned company . 


(2) In the case of any body corporato ot patron rofotrod to in clause (b ) of sub 
section ( 1) , the Inspector shall not cxcrcisc his powot of investigation into , and reporting 
on , its or his affairs without first having obtained the prior approval of the Contral 
Government thereto : 


Provided that before according approval under this sub- soction , the Central 
Govornmont shall give the body corporate or porson a reasonablo opportunity to show 
cause why such approval should not be accorded . 


195 . (1) It shall be the duty of all officers and other employees and agent of the Production 
company , and where the affairs of any other body corporatc , ato investigated by virtue of docu 
of section 193 , of all officers and other employoos and agents of such body monts and 
corporate , 

ovidon.co . 


(a ) to prosorve and to product to an inspoctor or any person authorisod by him 
In this behalf with the previous approval of the Central Government, all boobs and 
papers of, or tolating to , the company or , as the case may bo, of ot tolating to the 
other body corporate , which are in their custody or power; and 


(b ) otherwise to give to the inspector all assistance in connoction with the 
investigation which thoy arc Casonably able to givo . 


(2) The inspector may , with the previous approval of the Central Government, 
roquire any body corporate other than a body corporate referred to in sub - section ( 1 ) to 
furnish such information to , or produce such books and papers bofore , him or any 
person authorisod by him in this behalf with the previous approval of that Government 
og bo may consider ncccssary if thc furnishing of such information or the production of 
such books and papets is relovant of necessary for the purposes of his investigation . 
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( 3) Thc inspector may kccp in his custody suy books and papers produced under 
sub -section (1) or sub- section (2 ) for six months and thereafter shall return the same to 
the company , body corporate , firm or individual by whom or on whose behalf the 
books, and papets are produced : 


Provided that the inspoctor may call for the books and papers if they are pcoded 
again : 


Provided further that if certified copies of the books and papers producod under sub 
section (2 ) are furnishicd to the inspector, he shall return those books and papers to the 
body corporate concerned . 


( 4) An inspector may cxamine on oath 


(a) any of the persons referred to in sub -section (1); and 


(6 ) with the previous approval of the Central Government, any other person , in 
relation to the affairs of the company , other body corporato ; and may adininistot un 
oath accordingly and for that purpose may require any of those persons to appear 
before him personally . 


(5) If any person fails without reasonable cause of tofuscs 


(a ) to produce to an inspector or any porson authorised by him in this behalf with 
the previous approval of the Central Government any book or paper which it is his 
duty under sub -section (1) or sub -section (2 ) to produce; or 


(b ) to furnish any information which it is his duty under sub-section (2) to 
furnish ; or 


(c ) to appear before the inspector personally when required to do so under sub 
section (2 ) or to answer any question which is put to him by the inspector in 
pursuance of that sub - section ; or 


(d ) to sign the notes of any cxamination referred to in sub -section ( 4), he shall 
be punishable with imprisonment for a term which may extend to six montha, or 
with finc , which may extend to two thousand rupees, or with both , and also with a 
further finc which may extend to two thousand tupocs for every day after the first 
during which the failure or refusal continues . 


(0 ) Notes of any examination under sub - section (4 ), shall be takon down in writing 
and shall be icad ovat to or by, and signed by , the person cxamined , and may 
thereafter be used in evidence against him . 


(7) In this section 


(a ) the expression " officers ", in relation to any company or body corporate , 
includes any trustoc for the debcnture holders of such company or body corporate ; 


(b ) tho expression " agent" , in relation to any company , body corporato or person , 
means any ono acting or purporting to act for or on behalf of such company , body 
corporate or person , and includes the bankets and legal advisets of, and persons 
ctnployed as auditors by , such company , body corporate or person ; and 


(c ) any reference to officers and other employees, agents of partners shall be 
construcd as a referonce to past as well as present officers and other omployoos, 
agents or partacts , as the case may be . 
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196 . ( 1) Where in the course of an investigation under sections 192, 193 , 194 or Solzuro of 
203 the inspector has reasonable ground to believe that the books and papers of, or documents 
relating to , any company or other body corporate or managing diroctor or manager of by 
such company or other body corporate may be destroyed , toutilatod , altered , falsified or inspector. 
secreted , the inspector may wake an application to the Regional Director having 
jurisdiction for an order for kok , sciaire of such books and papers . 


(2) After considering the epplication and hearing the inspector, if nocessary , the 
Regional Director, for roanong to be recorded in writing, may , by order , authorisc thc 
inspector -- 


(a ) to enter, with such assistant, as may be roquired , the place or places where 
such books and papers are kept; 


(b ) to search that place or those places in the manner specified in the order ; and 


(c) to seize books and papets he considers necessary for the purposes of his 
investigation . 


( 3) The inspector shall keep in his custody thc books and papers solzod under this 
section for such period not later than the conclusion of the investigation as be considots 
necessary and thereafter shall return the same after placing identification Markes on them 
or any part thereof to the company or the other body corporate , or, as the case may bo , 
to the managing director or the manager or any other person , from whose custody or 
power they were seized and inform the Regional Director of such return . 


( 4) Save as otherwise provided in this section , every scarch or scizure made under 
this section shall be carried out in accordance with the provisions of the Codo of 
Criminal Procedure , 1973 relating to scatches of seizures trade under that Code . 


2 of 1974 . 


(5) The Central Government may prescribe such guidelines as may be nocessary for 
the purposes of this section . 


Inspectots 
toport . 


197. ( 1) The inspectors may, and if so directed by the Central Government shall , 
make intorit reports to that Government, and on the conclusion of the invcatigation, 
shall make a final report to the Central Government and any such report shall be 
written or printed , as the Central Government may direct. 


( 2 ) The Central Government 


(a ) shall forward a copy of any report (other than an interim report) made by the 
inspectors to the company at its registered office , and also to any body corporate 
dealt with in the report by virtuc of section 194 ; 


(6 ) may, if it thinks fit, furnish a copy the cof, on request and on payment of the 
proscribod fcc , to any person - - 


() who is a member of the company or other body corporate dealt with in the 
report by virtue of section 194 ; 


(ii) whose interests as a creditor of the company or other body corporate 
aforesaid appear to the Central Government to be affected ; 


(c ) shall, where the inspectors are appointed in pursuance of the provisions of 
sub-section ( 2 ) of section 192 , fumish , at the request of the applicants for the 
investigation , a copy of the report to them ; 
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(d ) shall , where the inspectors are appointed unda section 193 in pursuance of 
an order of the Court , furnish a copy of the report to the Court ; 


(e) shall, where the inspoctors are appointed in pursuance of the provisions of 
sub -doction (2) of section 192, furnish a copy of the report to the Tribunal; and 


may also causc the report to be published . 


Prosecution 


198 .(1) If, from any roport made under section 197, it appears to the Central 
Government that any person has , in relation to the company or in relation to any otba 
body corporato , whose affairs have been tavostigated by virtue of soction 194 , boon 
guilty of any offence for which he is criminally liable , the Contral Government may , 
after taking such legal advice as it thinks fit, prosecuto such person for the offenco ; and 
it shall be the duty of all officers and other employees and agents of the company of 
body corporate, as the case may be (other than the accused in the proceedings), to give 
the Central Government all assistance in connection with the prosocution which thoy ato 
reasonably ablo to give . 


(2 ) Sub- soction (7) of section 195 shall apply for the purpose of this section , as it 
applias for the purposo of that section . 


Application 
for winding 
up of 
company or 
an ordet 
under 
soction 
272 . 


199. If any such company or other body corporato is liable to be wound up undor 
this Act and it appears to the Central Government from any such report as aforesaid 
that it is axpedient so to do by trason of any such circunstances as are referred to in 
sub - claus (1) or sub - clause ( ii) of clause (b ) of sub-section (1) of soction 193, the 
Contral Government may , unless tho company or body corporate is already boing wound 
up by the Court , causo to be presented to the Court by any person authorised by the 
Central Government in this behalf . 


( a ) a potition for tho winding up of the company or body corporate on the ground 
that it is just and oquitable that it should be wound up ; 


(b ) an application for an order under section 272 ; or 


(c ) both a petition and an application as aforesaid . 


Procoodings 
for recovery 
of damages 
or property . 


200 . ( 1) Y from any such report as aforesaid , it appears to the Central Govominent 
that proceedings ought, in the public interest, to be brought by the company or any 
body corporato whose affairs have been investigated in pursuance of clause (a ) or clause 
(b) of section 194 , 


(a ) for the recovery of damages in respect of any fraud , misfcarance of other 
misconduct in connection with the promotion or formation or the management of the 
affairs , of such company or body corporate; of 


(b ) for the tocovary of any property of such company , or body corporato , which 
has boen mbrapplied or wrongfully retained ; 


the Contral Governmont may itself being procoodings for that purpose in the name of 
arch company of body corporate . 


(2) The Central Government shall indemnify such company or body corporate against 
any costs of expenses incurred by it in , or in connection with, any proceedings brought 
by virtue of sub - soction ( 1) . 
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201 . (1) The expenses of an incidental, to an investigation by an inspector appointed Expensos 
by the Contral Govornment under section 192 or 193 shall be defrayod in the first of investi 
instance by the Central Govotinent; but the following potsons shall, to the extant gation . 
mentioned below , be liable to reimburse the Central Government in respect of such 
cxpcnscs : 


(a ) any person who , is convicted on a prosecution instituted in pursuance of 
sootion 198, or who is ordered to pay damages or restore any property in 
prooecdings brought by virtue of soction 200 , may , in the same proccodings , be 
ordered to pay the said exponses to such extent as may be specified by tho Court 
convicting such person , or doring him to pay such damages ar rostoro such 
property , as the caso may be; 


(b ) any company or body corporate in whose name procoodings are brought as 
aforesaid shall be liable, to the extent of the amount of value of any sums or 
property rocovered by it as a result of tho proccodings; and 


(c ) unless , As a result of the investigation , a prosecution is institutod in pursuanco 
of section 198 , 


( ) any company , body corporate , managing director or manager dealt with by 
the report of the inspector shall be liable to reimburse the Contral Goventiont in 
respect of the whole of the expenses , unless and except in so far as the Central 
Governinant otherwise directs ; and 


(ii) the applicants for the investigation , where the inspector was appointed in 
pursuance of the provisions of sub - section ( 2 ) of section 192 , shall be liable to 
such extont, if any , as the Central Government may direct. 


( 2) Any amount for which a company of body corporate is liable by virtue of clauso 
(b ) of sub -section ( 1) shall be a first charge on the sums or proporty mentioned in that 
clause 


(3) The amount of expenses, in respoct of which any company , body corporate , 
managing director or manager is liable under clause (c ) of sub-soction (1 ) to reimburso 
the Contral Government, shall be recoverable from that company, body corporato 
managing director or manager, as an arrear of land revenue . 


(4) For the purposes of this section, any costs or expenses incutrod by the Central 
Government in or in connection with proccodings brought by virtue of soction 200 
including axpenses incurred by virtue of sub -section (2 ) thereof shall be treated as 
expenses of the investigation giving rise to the proceedings . 


(5 ) (a ) Any liability to reimburse the Central Government imposed by clauses ( a ) 
and (b) of sub - section ( 1) shall, subject to satisfaction of the right of the Central 
Government to reimbursemont, be a liability also to indemnify all persons against 
liability under clause (c ) of that sub - section . 


(b ) Any such liability imposod by clause (a ) of sub -section (1 ) shall , subjoct as 
aforesaid , be a liability also to indemnify all persons against liability under clause (6 ) 
of the said sub - section . 


(c ) Any person liable under clause (a ) or clause (6 ) ar sub -clause (1) or sub clause 
(ii) of clausc ( c) of sub - soction ( 1) shall be ontitlod to contribution from any othet 
person Itablo under the said clauso or sub -clause , as the casc may be, according to the 
amount of their rospective labilitics thorounder. 
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(0 ) In so far as the expenses to be defrayed by thc Central Govermont under this 
section are not recovered thereunder, they shall be paid out of moneys provided by 
Parliament. 


Inspectors 
report to 


202 . A copy of any report of any inspector or inspectors appointed under section 
192 or section 193 authenticated in such manner, if any , as may be prescribed , shall be 
admissiblc in any legal procooding as evidence of the opinion of the inspector or 
inspectors in relation to any matter contained in the report. 


evidence . 


Investigation 203 . (1 ) Whare it appears to the Central Government that there is good reason so 
of 

to do , it may appoint one or more inspectors to investigate and report on the 
ownership membership of any company and other matters relating to the company, for the purposet 
of company . of determining the true persons 


(a) who are or have been financially interested in the success or failure , whether 
real or apparent, of the company; or 


(b) who arc or have been able to control or materially to influence the policy of 
the company . 


(2) Without prejudice to its powers under this section , the Contral Government shall 
appoint onc or more inspectors under sub -section (1) , if the Tribunal, in the course of 
any proceedings before it , declates by an order that the affairs of the company ought to 
be investigated in regard to the matter specified in sub - section ( 1) . 


(3) When appointing an inspector under sub-section ( ), the Central Government may 
dofine the scope of his investigation , whether as respects the matters or the period to 
which it is to extend or otherwiec , and in particular, may limit the investigation to 
matter connected with particular shares or debentures . 


( 4) Subject to the torms of an inspector s appointment, his powers shall extend to 
the investigation of any circumstances suggesting thc cxistence of any arrangement or 
understanding which , though not legally binding, is or was observed or is likely to be 
observed in practice and which is relevant to the purposcs of his invcstigation . 


(5 ) For the purposes of any investigation under this section , sections 194 , 195 and 
197 shall apply with the necessary modifications of references to the affairs of the 
company or to those of any other body corporate: 


Provided that the said sections shall apply in relation to all persons ( including 
persons concerned only on behalf of othots ) who are or have bocn , or whom thic 
inspector has reasonably cause to believo to be or to have been , 


(1) financially interested on the success or failure , or the apparent success of 
failure , of the company , or of any other body corporate whose membership or 
constitution is investigated with that of the company ; or 


(ii) able to control or materially to influcnce the policy of such company , body 
corporate as they apply in relation to officers and other employees and agents of the 
company of the other body corporato , as the casc may be: 


Provided further that the Central Government shall not be bound to furnish the 
company or any other person with a copy of any report by an inspector appointed under 
this section or with 4 complete copy thereof, if it is of opinion that there is good reason 
the peace 
for not divulging the contents of the report or of parts thcroof; but in such a case, the 
Central Governtnent shall cause to be kept by the Registrar a copy of any such report, 
or as the case may be, of the parts thereof, as respects which it is not of that opinion . 
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(0 ) The expenses of any investigation under this section shall be defrayed by the 
Central Government out of moneys provided by Parliament, unless the Central 
Government directs that tho cxpcnscs or any part thoroof should be paid by the persons 
on whose application the investigation was ordered . 


204 . (1) Where it appears to the Central Government, or to the Tribunal in any 
proceedings before it, that there is good reason to investigate the ownership of any 
sharts in or debcntures of a company or of a body corporate and that it is unnocessary 
to appoint an inspector for the purpose , the Central Government or thc Tribumal, as the 
case may bc , may require any person whom , it has reasonable cause to bolicve 


Information 
regarding 
petsons 
baving an 
intorest 
in company. 


(a ) to be , or to have been , interested in those shares or debentures ; or 


(h ) to act, or to have acted , in tolation to those sharcs or debcntures, as the legal 
adviser or agent of someone interested therein , 


to give the Central Government or the Tribunal, as the case may be, any information 
which he has , or can reasonably be expected to obtain , as to the present and past 
interests in those shares or debentures , and the names and addresses of the persons 
interested and of any persons who act or have acted on their behalf in relation to the 
shares or debenturcs. 


( 2 ) For the purposes of sub-section (1 ), a person shall be decmed to have an interest 
in a shart or debenture 


(a ) if he has any right to acquire or dispose of the share or debenture or any 
interest therein ot to vote in respect thereof; 


(6 ) if his conscnt is necessary for the exercise of any of the rights of other 
persons interested therein ; or 


( c ) if other persons interested therein can be required , or art accustomed , to 
exercise their rights in accordance with his directions or instructions . 


( 3) Any person 

(a ) who fails to give any information required of him under this section ; or 


(b ) who , in giving any such information , makes any statement which he knows 
to be falsc in a material particular, of recklessly makes any statement which is false 
in a material particular , 


shall be punishable with imprisonment for a term which may extend to six months, or 
with fine which may extend to ten thousand rupees , or with both . 


205. ( I) Whate it appcars to the Tribunal, whether on a toforcnco made to it by the 
Central Government in connection with any investigation under section 203 or section 
204 or on a complaint made by any person in this behalf that there is good toason to 
find out the relevant facts about any shares (whether issued or to be issued ) and the 
Tribunal is of the opinion that such facts cannot be found out unless the restrictions 
specified in sub - section ( 2 ) arc imposed , the Tribunal may , by order, direct that the 
shares shall be subject to the restrictions imposed by sub - section (2 ) for such period pot 
cxcooding three years as may be specified in the order. 


Imposition 
of restric 
tiots upon 
shares and 
debentures 
and prohi 
bition of 
transfer of 
shares of 
debentures 
in certain 
cases . 


(2 ) So long as any sbares are directed to be subject to the restrictions imposed by 
this sub - section 
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(a ) any transfer of those shares shall be void; 


(b ) where those shares ard to be loguod, thoy shall not be issued , and any isque 
thereof or any transfct of the right to be issued thetowith , shall be vold ; 


(C ) no voting right shall be exercisable in toepect of those shares; 


(d) no further shares shall be lasuod in right of those shares or in putsuance of 
any offer made to the holdet thotoof; and any issuc of such shares of any transfer of 
tho right to be foued therewith , shall be void ; and 


( e ) cxccpt in a liquidation , to payment shall be mado of any sums duo from the 
company on those shares whether in respect of dividend , capital or otherwiso . 


(3 ) Where a transfer of shares in a company has taken place of the Tribunal has 
reasonablc ground to believe that such transfer is likely to take place and as a rosult 
thor of a change in the composition of the Board is likely to tako pleco and the 
Tribunal is of the opinion that any such change would be prejudicial to the public 
interest, it may , by order, direct that , 


(a) the voting rights in respect of those shares shall not be exercisable for such 
period not excooding throe years as may bo specified in the order ; 


(b ) no rosolution paskod or action taken to effect a change in the composition 
of the Board before the date of the order shall havo offoct unless confirmod by the 
THbunal; and 


(c ) any transfer of shares in the company during such period not exceeding three 
years as may be specified in the order, shall be void . 


( 4) The Tribunal may , by order at any time, vary of roscind any order made by it 
under sub -section (1 ) or sub -section (3). 


(5) Any order made by the Tribunal under sub -section ( 4) shall be served on the 
company within fourteen days of the making of the order. 


(0 ) Any potson who , 


(a ) exorciscs or purports to exercise any right to dispose of any sharcs or of any 
right to be issued with any such shares when to his knowledgo he is not entitled to 
do so by reason of any of the said restrictions applicable to the caso undet sub 
section (2); or 


(b ) votos in rcspoct of any shares whether as holdet or proxy , or appoints a proxy 
to vote in rospect thereof, when he is aware that he is not ontitled to do so by 
reason of any of the said testrictions applicable to the case under sub -section (2 ) or 
by reason of any order made under sub -section (3 ); or 


(c) transfers any shares in contravention of any order made under clauso (c ) of 
sub -section (3 ); or 


(d ) being the holder of any shares in respect of which an order under sub -section 
(2) or sub-section (3) has boen made, fails to give notice of the fact of their being 
subject to any such order to any person whom he does not know to be aware of that 
fact but whom he knows to be otherwise cntitled to vote in respect of those shares , 
whcthcr as holder or as a proxy , 
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shall be punishable with imprisonment for a term which may cxtend to two years, or 
with figo which may extend to fifty thousand rupees, or with both ; 


(7) Where shares in any company are issued in contravention of such of the 
restrictions as may bo applicable to the CASC under sub - section ( 2) , the company , and 
cvety officer of the company who is in default, shall be punishable with flac which 
may extend to fifty thousand rupecs. 


( 8) A prosecution shall not be instituted under this section except by , or with the 
consont of, the Central Government. 


(9) This section shall apply in relation to debentures as it applios in relation to 
shards . 


206 . An investigation may be initiatod under section 192 , soction 193 , scotion 194, 
section 203 or section 204 notwithstanding that 


(a ) an application bas been made for an ordor under section 272; or 


Voluntary 
winding up 
of company , 
otc ., not to 
stop inyos 
digation 
procoodings. 


(b ) the company has passed a spocial resolution for voluntary winding up , 


and no investigation so initiated shall be stopped or suspended by reason only of the 
fact that an application roferred to in clause (a ) has been made or a special resolution 
referred to in clause (b ) has boon passed . 


207 . Nothing in sections 190 to 205 shall require the disclosure to the Tibunal or 
to the Contral Govornment or to the Registrar or to an inspoctor appointed by the 
Contral Govanmont 


Saving for 
legal 
Advisers and 
bankets . 


(a ) by a legal adviser, of any privilegod communication made to him in that 
capacity , oxcept as respocts the name and address of his client; or 


(6 ) by the bankers of any company, referred to in the sections aforesaid , as such 
bankers or financial institutions , of any information as to the affairs of any of their 
customers other than such company . 


CHAPTER II 


DIRECTORS 


Constitution of Board of Directors 


208 . (1) Every public company shall have not less than three , and not trote than 
fiftcen diroctors . 


Directors , 
thetr 
nunbor, oto. 


(2 ) Every other company shall have not less than two, and not more than twelve 
diroctors . 


(3) The directors of a company collectively arc referred to in this Act as the 
" Board" . 


(4) Only an individual shall be appointed as a director and no body corporato , 
association or firin shall be appointed as the director of a company . 


( 5) In a default of and subject to any regulations in the articles of a company , 
subscribers to the memorandum who are individuals, shall be doomod to be directors 
of the company , until the directors are duly appointed in accordance with soction 209 . 
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209 . ( 1) Unless the articles provide for the retirement of all directors at every 
Annual general meeting, not loss than two-thirds of the total number of directors of a 
public company , or of a private company which is a subsidiary of a public company , 
shall 


Appoint 
ment of 
directors 
and propor- 
tion of 
those who 
ato to 
retire by 
rotation . 


(a ) be persons whoso period of office is Hable to determination by retirement of 
directors by rotation ; and 


(b ) save as otherwisc expressly provided in this Act, be appointed by the company 
in a general m oting. 


(2) The remaining directors in the case of any such company , and the directors 
generally in the case of a private company which is not a subsidiary of a public 
company , shall, in default of and subject to any regulations in the articles , also be 
appointed by the company in general mocting. 


Asocrtain 
mont of 
directors 
retiring by 
rotation and 
filing of 
vacancios. 


210 . (1 ) At the first annual general mocting of a public company , of a private 
company which is a subsidiary of a public company , and at every subsequent annual 
general mooting , one-third of such of the directors for the time being as are liable to 
retire by rotation , or if their number is not three or a multiple of three , then , the 
numbor nearest to one - third , shall rotiro from office . 


(2 ) The diroctors to rctirc by rotation at every annual general meeting shall be thosc 
who have been longest in office since their last appointment, but as between persons 
who became directors on the same day, those who are to retire shall , in default of and 
subject to any agrocmont among themselves, be determined by lot. 


(3 ) At the annual gcncral mecting at which a director retires as aforesaid , the 
company may fill up the vacancy by appointing the retiring director or some other 
person thereto . 


(4) (a ) If the vacancy of the retiring director is not so filled up and the mecting has 
not expressly rosolved not to fill the vacanry , the meeting shall stand adjourpod till the 
samc day in the next wock , at the same time and place , or if that day is a public 
holiday, till the next succeeding day which is not a public holiday, at the same time 
and place . 


(b ) If at the adjourned meeting also , the vacancy of the retiring director is not filled 
up and that meeting also has not expressly resolved not to fill the vacancy , thc retiring 
director shall be deemed to have been re -appointed at the adjourned mecting , unless 


() at that meeting or at the previous meeting a resolution for the re- appointment 
of such director has been put to the meeting and lost; 


(ii) the retiring director bas , by a notice in writing addressed to the company or 
its Board of directors, expressed his unwillingness to be so re -appointed ; 


(it ) he is not qualified or is disqualified for appointment; 


( iv) a resolution , whether special or ordinary , is required for his appointment or 
re -appointment by virtue of any provisions of this Act; or 


( v) the proviso to sub -section (2 ) of section 214 is applicable to the case . 


Explanation .- - In this section and in section 211, the expression " retiring director" 
means a director retiring by rotation. 
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211 . (1 ) A person who is not a retiring director shall, subject to the provisions of Right of 
this Act , be eligiblc for appointment to the office of director at any gencral meeting , if persons 
he or some member intonding to propose him has thc consent of one hundrod othat than 
shareholders or of the holders of one per cent of the voting power and has , not less retiring 
than fourteen days before the meeting , left at the office of the company a notice in directors 
writing under his hand signifying his candidature for the office of director of the to stand 
intention of such member to propose him as a candidato for that office , as the casc may for diroc 
be , along with a deposit of ten thousand rupees which shall be forfeitod if the votes torship . 
cast on the resolution are less than one per cent of the total number of votos cast on 
the resolution . 


(2 ) The company shall inform its members of the candidature of a person for the 
office of director of the intention of a member to propose such person as a candidato 
for that office , by serving individual notices on the members tot less than seven days 
before the meeting: 


Provided that it shall not be necessary for the company to serve individual notices 
upon the members as aforesaid if the company advertises such candidature or intention 
not less than seven days before the meeting in at least two newspapers circulating in 
the place where the registered office of the company is locatod , of which ono la 
published in the English language and the other in the regional language of that place . 


( 3) Sub - scction (1 ) shall not apply to a private company, unless it is a subsidiary of 
a public company. 


212 . Nothing in section 209 shall affect any power conferred on the Board by the 
articles to appoint additional directors : 


Additional 
directors . 


Provided that such additional directors shall hold office only up to the date of the 
next annual gcncral meeting of the company : 


Provided further that the number of the directors and additional directors together 
shall not excoed the maximuth strength fixed for the Board by the articles : 


Provided also that no person who has, in an election , fallod to get clocted as a 
director, shall be appointed as an additional director till the next annual general meeting 
of the company , 


213. (1) In the casc of a public of a private company which is a subsidiary of a 
public company , if the office of any director appointed by the company in general 
mecting is vacated before his term of officc cxpires in the normal course, the resulting 
casual vacancy may , in default of and subject to any regulations in the articles of the 
company , be filled by the Board at its meeting . 


Filling 
of casual 
vacancies 
among 
diroctors . 


(2) Any person so appointed shall hold office only up to the date up to which the 
director in whose place he is appointed would have hold office if it had not boon 
vacated as aforesaid . 


214 . ( 1) At a general meeting of a public company or of a private cotapany which Appoint 
is a subsidiary of a public company , a motion shall not be made for the appointment of mont of 
two or more persons as directors of the company by a single resolution , umless & directors 
resolution that it shall be so made has first beon agreed to by the mooting without any to bo voted 
vote being given against it. 

on Indivi 

dually . 
(2) A resolution moved in contravention of sub-section (1) shall be vold , whether or 
pot objection was takon at the time to its being so movod : 
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Providod that whoro a resolution so moved is passed , no provision for the automatic 
re-appointment of the director retiring by rotation in default of apothet appointment 
shall apply . 


(3) For the purposes of this soction, a motion for approving a person s appointment, 
or for nominating a person for appointmont, shall be treated as a motion for his 
appoittoont. 


215. Nothing contained in sections 143 , 209 , 210 and 214 shall affoct any provision 
in the articles of a company for the election by ballot of all its directors at oach annual 
goncral meeting if such company does not carry on business for profit or prohibits tbc 
paytuont of a dtvidend to its members . 


Sections 
143 , 209 , 
210 and 
214 not to 
apply in 
relation to 
companics 
not carrying 
business for 
profit, etc . 


Conscnt for 
director 
ship . 


216 . (1) Bvery person other than a director rotiring by rotation or otherwise or a 
person who has left at tho office of the company a notice under section 211 signifying 
his candidature for the office of a diroctor proposed as a candidato for the offico of a 
director shall sign , and file with the company , his consont in wridng to act as a 
director , if appointed. 


( 2) A person othor than 


(a) a director to-appointed after retirement by rotation or immodiately on the 
cxpiry of his term of office ; or 


(b) an additional director or a person filling & casual vacancy in the office of a 
director under soction 213 , appointed as a director of tt - appointed as an additional 
or alternate director, immediately on the expiry of his totto of office ; or 


( c ) a person namod as a director of the company under its Articles as first 
registered , 


shall not act as a director of the company mless he has within thirty days of his 
appointment signed and filed with the Registrar his consent in writing to act as such 
diroctor. 


(3) This section shall not apply to a private company unless it is a subsidiary of a 
public company . 


Option to 
company to 
adopt 
proportional 
representa - 
ton for the 
appoint 
mont of 
diroctors . 


217. Notwithstanding anything contained in this Act, thc articles of a company may 
provide for thc appointinont of not loss than two-thirds of the total number of the 
directors of a public company or of a private company which is a subsidiary of a 
public company , according to the principle of proportional representation, whether by 
the single transfcrablo voto or by & systet of cutnulative voting or otherwise , the 
appointments being made once in overy three years and intcrim casual vacancies being 
filled in accordance with the provisions, mutatis mutandis , of section 213 . 
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218 . (1) A person shall not be capable of being appointed director of a company by Restrictions 
the articles, and shall not be named as a director of proposod direotor of a company in on appoint 
a prospectus issued by or on behalf of the company or as proposod diroctor of an mont or 
intonded company in a prospectus issued in telation to that intended company , unleas , advertisc 
before the togistration of the articles , the publication of the prospectx , bo has by mont of 
himself or by his agent, authorisod in writing, signed and filled with the Registrar, a director. 
consent in writing to act as such director. 


(2 ) This section shall not apply to 


(a ) a company not having a share capital ; 


(b ) a private company ; or 


( c ) a prospectus issued by or on behalf of a company aftor the expiry of onc yoar 
from the date on which the company was incorporated . 


Managing directors, etc . 


219 . No company shall, after the commenccment of this Act, appoint or ctoploy , or Certain 
contnue the appointment or employment of, any person as its managing or whole -time persons not 
director who 

to be 

appointed 
(a ) is an undischarged insolvent, or has at any time been adjudged an insolvent; managing 

and whole 
( ) suspends, or has at any time suspended , payment to his creditors, or makos, dimo 
or has at any time made, a composition with them ; or 

directors . 


(c ) is , or has at any time been , convicted by a Court of an offence involving 
moral turpitude . 


220 . (1) Every public company, or a private company which is a subsidiary of a Appoint 
public company , having a paid -up share capital of such sut As may be prescribed shall ment of 
have a managing or wholc - time director or a manager, 

managing or 

wholetime 
(2 ) No appointment of a person as a managing or wbole- timc director or a managot director or 
in a public company or a private company wbich is a subsidiary of a public company manager to 
shall be made except with the approval of the Central Government unless such require 
Appointment is made in accordance with the conditions specificd in Schedule I and a Government 
return in the prescribed form is filed within sixty days from the date of such approval 
appointment. 

only in 

ccrtain 
( 3) Evety application seeking approval to the appointment of a managing or whole - cases . 
time director of a manager shall be made to the Central Government within a poriod of 
sixty days from the date of such appointment. 


(4) The Central Government shall not accord its approval to an application made 
under sub -section ( 3 ), if it is satisfied that , 


(a ) the managing or wholc - titne director of the manager appointed is, in its 
opinion , not a fit and proper person to be appointed as such or guch appointment is 
not in the public intorcst; or 


(6 ) the terms and conditions of the appointment of managing or whole-time 
director of the manager are not fair and reasonable. 


( 5) It shall be competent for the Central Government while according approval to an 
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appointment under sub -coction (3 ) to mocord approval for a period cabut u 
for which the appointment is propoood to be mado. 


uw gaan 


(6 ) If the appointment of a person as a managing or wholo - time director or a 
DADA ge is not approved by the Central Government under ab-soction ( 4 ), the person 
so appointed shall vacate his office as such managing or wbolo -time diroctor or manager 
on the date on which the docision of the Central Governincnt is communicated to the 
company , and if he omits or fails to do so , he shall be punishablo with fine which may 
oxtend to five hundred rupoos for cycry day during which he omits or fails to vacate 
uch officc . 


(7 ) Where the Central Goverment suo motu ot on any information tocolved by it 
is , prima facie, of the opinion that any appointment made inder sub -section (2 ) without 
the approval of the Central Govetunent has been made in contravention of tho 
provisions of Schodulo II , it shall be compotant for the Central Govent ont to refer the 
matta to the Tribunal for a decision 


(8) The Tribunal shall, on receipt of a teference under sub-section (7), kauc a notice 
to the company, the managing or whole-time diroctor or the manager, as the caso may 
bo, and the director of othor officer responsible for complying with the requirements of 
Schedule I, to show causo as to why such appointment shall not be terminatod and the 
penaltias provided under sub -soction (10 ) shall not be imposed . 


(9 ) The Tribunal shall , if , aftor giving a reasonable opportunity to the company , the 
managing or wholo - time director of the managot, or the officer who is in default , as 
the casc may bo , comes to the conclusion that the appointment has been made in 
contravention of the toquirements of Schedulo II, mako an orda declaring that a 
contravention of tho toquirements of the rulos made in this bohalf has taken placo. 


(10 ) On the making of an order by the Tribunal under arb -soction (9 ), 


(a ) the company shall be liable to a finc which may extend to five thousand 
tupoes ; 


(b ) overy officer of the company who is in default shall be liable to a finc of ton 
thousand rupees; and 


( c ) the appointment of the managing or whole -time director of manager , as tho 
CABO may be , shall be deemed to have come to an end and the potzon so appointed 
shall, in addition to being Lable to pay a finc of ten thousand tupoos , tafund to tho 
company the catire amount of salarias, oottnbasions and porquisitas toodvod or 
enjoyed by him botwoon the date of his appointment and the passing of such ordet. 


(11) If a company contravenes the provisions of sub -soction ( 10 ) at my direction 
given by the THbunal under that sub -doction , cvaty officer of the company who is in 
default and the managing a wholo- timo director of the manager, as the case may be 
shall be punishable with imprisonmont for a term which may cztond to throc youts and 
shall also be liable to a fine which may extend to five hundred rupoos for cvaty day of 
default 


(12 ) All acts done by a nanaging or wholo -ttme director of a managot, as the case 
may be , purporting to act in arch capacity and whose appointment has boan found to 
be in contravention of tho provisions of Schodulo I , shall, if the acts so donc arc valld 
otherwise , be valid notwithstanding any order made by the Tribunal under sub - section 
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Explanation . In this section appointmont" inoludes te -appointment and " wholo - time 
director includes a director in the wholo - timo atnployment of the company . 


if 


221. (1) A person shall not be capable of being appointod director of a company , Dlaqualin 

cations of 

directora . 
( a ) ho has been found to be of unsound mind by a Court of compotent 
jurisdiction and the finding is in fotce ; 


(6 ) ho is an undischarged insolvent; 


(c ) ho has applied to be adjudicatod as an insolvent and his application is pendingi 


(d ) hc has bech convicted by a Court of any offence involving moral turpitudo 
And sontenced in respect thoroof to imprisonment for not. long than six months , and 
a period of five years has not olapsod from tho dato of expiry of the sentence; 


(e ) hc has not paid any call in rospoct of shares of the company hold by him , 
whether alone or jointly with others , and six months bave clapood from the last day 
fixed for the payment of the call ; 


an order disqualifying him for appointment as director has boop passed by a 
Court in putsuance of soction 261 and is in fotoo , unless the leave of the Court bas 
been obtained for his appointment in putsuance of that soction ; 


(8 ) he has been found guilty of contravention of tho Socurities and Exchango 
Board of India (Substantial Acquisition of Shares and Takcover ) Rogulations , 1997 
made under the provisions of the Socurities and Exchange Board of India Act, 1992 
and a period of two years has not clapsed from the date of his conviction . 


15 of 1992 . 


(2) A private company which is not a subsidiary of a public company may , by its 
articles, provide that a person shall be disqualified for appointment as a director on my 
grounds in addition to those spocifiod in sub -section ( 1) . 


22 . (1 ) No person shall hold offico as a diroctor in more than fiftoca companies at No person 
the same time: 

to be . 

director of 
Provided that whate any such person also holds office as a managing director of toto than 
whole -time director in any company , the limit spocified in the sub -scotion shall be fiftoca 
toduced to tot . 

companios . 


( 2) Any petson holding office as director in more than fiftoch companies or bolding 
offico 48 a managing or wholo - timo director in one or more companies and bolding 
offico 18 a director in more than ten companies, immediately before the comtronocmcnt 
of this Act shall , within sixty days from such commenceincot, 


(a ) choose not more than fifteen ar as the case may be , ton of those companicu 
As companies in which he wishes to continue to hold the office of director, 


(6 ) rosign his office as director in the other companies ; and 


(c) intimate the choice made by him under clause (a ) to cach of the companies in 
which he was holding the office of director before such commcnoumant, to the 
Registrar having jurisdiction in respect of cach such company . 


( 3) Any resignation made in putsuance of clause (b ) of sub -section ( 1) shall become 
effective immediately on the despatch thoroof to the company concomod . 
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( 4) Where a petson already holding the office of diroctor in fifteen companics is 
appointed , after the commencement of this Act, as a director of any other company , the 
appointment 


(a ) shall not take offoct unless such person has , within fifteen days thereof, 
cffoctively vacated his office as diroctor in any of the companies in which he was 
already a director, and 


(6 ) shall becomc void immediately on the expiry of the fiftcot days if he has 
hot, beforo such oxpiry , cffoctively vacated his offico as director in any of the other 
companies aforesaid . 


( 5) Whore a porson already holding the office of director in fourteon companics of 
loss is appointed , after the commencement of this Act , as a director of other companies, 
making the total number of his directorships to more than fiftoon , he shall choose the 
directorships which he wishes to continue to hold or to acccpt, so however that the total 
number of the directorships, old and new , held by him shall not cxcced fifteen . 


(0 ) None of the new appointments of director shall take effect until such choice is 
made ; uod all the now appointments shall become vold if the choice is not made within 
fiftcen days of the day on which the last of them was made . 


(7 ) Any person who holds offico , or acts , as a director of more than fiftoon 
companies in contravention of the provisions of this section shall be punishablc with 
fine which may extend to fifty thousand tupocs la raspoct of cach of those companies 
after the first fifteen . 


223 . (1 ) In calculating, for the purposes of section 222 , the nutnber of companies of 
which a person may be a director, the following companios shall be excluded , 
natroly : 


Exclusion 
of cortain 
directorships 
for the 
purposes of 
soction 222 . 


( a ) a private company which is neither a subsidiary for a holding company of a 
public company ; 


(b ) an unlimited company ; 


(c) an association not carrying on business for profit or which prohibits the 
payment of a dividond; 


(d) a company in which such poteod is only an alternate diroctor, that is to say , 
A director who is only qualified to act as much during the absence or Incapacity of 
somo othct diroctor . 


(2 ) In making the calculation aforesaid , any company referred to in clauscs (a ), (b ) 
and (c ) of sub -soction (1 ) shall be axcluded for a period of throo months from the date 
on which the company cases to fall within the purvicw of those clauses. 


Retiring 
age of 
directors . 


224 . (I ) No person shall be eligible to hold office as a managing dircctor, whole 
timc diroctor of other director of manager of a company , if he has attained the age of 
seventy - fivo years . 


(2) Where any managing director, wholo - time director or other director of manager 
attains the age of seventy -five yoans on the commencement of this Act, or at any time 
thorcafter, then , potwithstanding anything contained in sub -section (1) , he shall continue 
to hold such office cvon after such commencengont until the expiry of his torm . 
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( 3) Nothing in this section shall apply to a private company unless it is a subsidiary 
of a public company . 


Vacation of office by directors 


225 . (1) The office of a director shall become vacant if 


Vacation of 
office by 
diroctota . 


(a ) ho is found to be of unsound mind by a Court of competent jurisdiction ; 


(b ) he applics to be adjudicatod an insolvent; 


(c ) he is adjudged an insolvent; 


(d ) he is convicted by Court of any offence involving moral turpitude and 
sentenced in respect thereof to imprisonnent for not less than six months; 


(e) he fails to pay any call in respect of shares of the company held by him , 
whcthcr alonc or jointly with othors , within six months from the last date fixod for 
the payment of tho call ; 


he absents himself from three consecutive mootings of the Board , or from all 
meetings of the Board for a continuous period of three months , whichever is longa , 
without obtaining leave of absencc from the Board ; 


(8 ) be (wheiher by himself or by any person for his benofit or on his account), a 
any firm in which he is a partner or any private company of which he is a director, 
accepts & loan , or any guarantee of security for a loan , from the company in 
contravention of soction 233; 


(h ) he acts in contravention of section 235 ; 


(1) ho becomes disqualified by an order of Court under section 158 ; 


( ) he is removod in putsuance of section 226 ; or 


(k ) having been appointed a director by virtue of his holding any office or other 
cmployment in the company, hc ceascs to hold such office or other employment in 
the company 


(2 ) Notwithstanding anything in clausos (c), (d ) and (() of sub - soction (1), the 
disqualification referred to in those clauscs shall not take effect 


(a ) for thirty days from the date of the adjudication , sentence or order ; 


(b ) where any appeal or petition is preferred within the thirty days aforesaid 
against the adjudication , sentence of conviction resulting in the sentence , or ondor 
until the expiry of seven days from the date on which such appeal of petition is 
disposed of; or 


(c ) where within the seven days aforesaid , any further appeal or position is 
preferrod in respect of the adjudication, sentence , conviction , or order, and the appcel 
or potition , if allowed , would result in the removal of the disqualification , until such 
further appcal or petition is disposed of. 


( 5) Subjoct to the provisions of sub - soctions (1 ) and ( 2), if a person functions as a 
director wbcn ho knows that the offico of diroctor held by him has bocompc vacant on 
account of any of the disqualifications , specified in sub-soction (1), be shall be 
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punishablo with imprbonment for a term which may axtond to throo years and with fino 
which may oxtond to five thousand nipecs for cach day on which he so functions as a 
director 


( 4) A private company which is not a subsidiary of a public company may , by its 
articles , provido that the office of director shall be vecatod on any ground in addition 
to thoso spocifiod in sub -section (1 ). 


Removal of 
directors, 


226 . (1 ) A company may , by ordinary rosolution , rotovo a diroctor (not being a 
director appointed by the Central Governmont in pursuance of soction 275) before the 
cxpiry of his period of office : 


Provided that nothing contained in this sib -soction shall apply where the company 
bas availod itself of the option given to it under soction 217 to appoint not less than 
two- thirds of the total number of directors according to the principle of proportional 
roprosentation 


(2 ) Spocial notice shall be toquired of any resolution to removo a director under this 
soction , or to appoint some other person to place of a director so tothoved at the 
moeting at which he is removed , along with a deposit of ton thousand tupocs which 
shall be refunded if the resolution is passod . 


(3) On roccipt of notice of a resolution to romove a dircctor under this section , the 
company shall forthwith sond a copy thereof to the director concathod , and the diroctor 
(whether or not be is a member of the company ) shall be entitled to be heard on the 
rcoolution at the mooting . 


(4 ) Where notioe is given of a resolution to remove a director undot this soction and 
the director concethod makes with topoct thoroto toprorontations in writing to the 
company (not cxccoding a toasonablo longth ) and requests their notification to mamboto 
of the company , the company shall, imloss tho roprosentations are received by it are too 
lato for it to do so — 


(a ) in any notice of the resolution given to members of the company , stato the 
fact of the representations having both mado ; and 


(b ) send a copy of the representations to every momber of the company to whom 
potloc of the mooting is sent (whother before or after ttocipt of the representations 
by the company ), 


and If a copy of the reproscntations is not sent as aforcsold because they woto roccivod 
too lato or because of the company s default, tho difroctor may (without prejudiot to his 
right to be board orally ) require that the coprosentations shall be tond out at the 
mecting: 


Provided that copies of the represcatations need not bo sont out and the 
reprodontations need not be read out at the meeting if , on the application either of the 
company or of any other porson who claims to be aggrieved , the Tulbumal is satisfied 
that the rights conferred by this sub -section are being abused to socurr Doodless 
publicity for defamatory matter, and the Tribumal may order the company s costs on the 
Application to be paid in whole or in part by the director notwithstanding that bo is not 
a party to it. 


(5) A vacancy croated by the removal of a director idet this soction may, if he had 
been appointed by the company in general moeting or by the Board in pursuance of 
Boction 213, bo fillod by the appointment of another director in his stoad by the mocting 
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at which he is removed , provided special notice of the intended appointment has been 
given under sub-scction (2 ). 


( 0 ) A diroctor soppolatod shall hold offlor until tho dato up to which his 
prodocoot would have held office if he had not bocn rcmovod as forcaid . 


(7 ) If the vacancy is not fillod under sub -sootion (5 ), it may be filled up w u Gorn . 
vacancy to accordance with the provisions, so far as they may be applicable , of soction 
213, and all the provisions of that scction shall apply accordingly : 


Provided that the director who was ramovod from office shall not be to - appointod as 
a director by the Board. 


(8 ) Nothing in this scetion shall be takon 


(a ) is depriving a ponon removed thorounder of any compansation or datangos 
payable to hitn in to poct of the termination of his ppointment a dhroctor or of any 
appointment terminating with that es director; or 


(b ) as dorogating from any powot to romove a diroctor which may axit apart 
from this section . 


Meetings of Board 


227. ( 1) In the case of cycry company , a meeting of its Board shall be bold in such 
a manner that not toto than three months shall lapoo botwcan two consecutive mootings 
of the Board : 


Moeding of 
Board , 
potico , 
quorum , 
cto. 


Provided that the Central Governmoat may , by notification direct that the provisions 
of this soction shall not apply in relation to any clase of companies or shall apply in 
relation thereto subjact to such exceptions, modifications or conditions as may be 
specified in that notification . 


(2) Notice of every moeting of the Board of public company along with the agenda 
shall be given in writing to cvery director for the time being in India , and at his usual 
addros in India to every other director not leas than seven days before the date of the 
meeting: 


Provided that nothing in this sub -section shall apply to an emergent mooting for 
which a majority of the diroctoto have agroad to waive such requirement. 


(3) Bvery officor of the company whovo duły it is to give notice as aforoosid and 
who fails to do so shall be punishable with fine which may cutand to one thousand 
rupca . 


(4 ) The quorum for a mooting of the Board shall be ano- third of it total strongth 
(any fraction contained in that one -third being founded off # opo ), or two diroctot ., 
whichever is higher: 


Provided that where at any time tho pumbat of interestod directors oxcood. or is 
aqual to two- thirds of tho total strength, the mombor of the remaining directors , that is 
to say , the pumbat of the director who are not tatautod prosent at the mooting boing 
hot less than two, shall be tho quorum during such timo. 
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(5 ) In this section 


( a ) " total strength " tacans the total strength of the Board as determined in 
pursuance of this Act, after deducting therefrom the number of the directors , if any , 
whosc places may be vacant at the time; and 


(0 ) " interested diroctor" means any director whose presence cannot, by reason of 
soction 236 , count for the purpose of forming a quorum at a mooting of the Board , 
at the time of the discussion or vote on any mattet . 


(0 ) If a mocting of the Board could not be bold for want of quorum , then , unless the 
articles otherwise provide , the mooting shall automatically stand adjourned till the same 
day in the next week , at the same time and place , or if that day is a public holiday , till 
the next succeeding day which is not a public holiday , at the same time and placc . 


(7 ) The provisions of sub -sechon (1 ) shall not be deemed to have been contravchod 
merely by reason of the fact that a mecting of thc Board which had been called in 
compliance with the terms of that section could not be held for want of a quorum . 


( 8) No resolution shall be deemed to have been duly passed by the Board or by a 
committee thereof by circulation , unless the resolution has been circulatod in draft, 
together with the necessary papers , if any, to all the directors, or to all the members of 
the committee , then in India (not being less in number than the quorum fixed for a 
mocting of thc Board or committee , as the case may be ), and to all other directors or 
members at their usual address in India, and has bcon approved by such of the directors 
As are thon in India , or by a majority of such of them , as arc entitled to vote on the 
resolution : 


Provided that such resolution is ratified at a subscquent trocting of the Board or the 
committee thereof, as the case may be , and is made part of the minutes of such 
mooting. 


(9) Acts donc by a person as a director shall be valid , notwithstanding that it may 
afterwards be discovered that his appointment was invalid by reason of any defect of 
disqualification or had terminated by virtue of any provision contained in this Act or in 
the articlos: 


Provided that nothing in this sub - section shall be deemed to give validity to acts 
donc by a director after his appointment has been shown to the company to be invalid 
or to have terminated . 


Board s powers and restrictions thereon 


General 
powers of 
Board . 


228. (1 ) Şubject to the provisions of this Act, the Board shall be entitled to exorciso 
all such powcts , and to do all such acts and things, as the company is authorised to 
cxcrcise and do : 


Provided that the Board shall not exerciso any power of do any act of thing which 
is directed or requirod , whcther by this or any othor Act or by the memorandum of 
Articles of the company or otherwisc , to be exorcisod or donc by the company in a 
general mocting : 


Provided further that in exercising any such power or doing any such act or thing, 
the Board shall be subjoct to the provisions contained in that behalf in this or any other 
Act, or in the memorandum or articles of the company, or in any regulations pot 
inconsistent therewith and duly made thereunder, including regulations made by the 
company in a generalmooting. 
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(2 ) No rogulation made by the company in a general mocting shall invalidate any 
prior act of the Board which would have been valid if that regulation had not been 
made. 


( 3) A director shall at all times act bonestly and use toasonable diligence in the 
discharge of the duties of his office . 


229 . (1) The Board shall exercise the following powers on behalf of the company , 
and it shall do so only by moans of resolutions passod at meetings of the Board , 
namely :-- 


Certain 
powots to 
bo oxercised 
by Board 
only at 
moetings . 


(a ) the power to make calls on shareholders in respoct of money unpaid on their 
shares ; 


(b ) the power to issue securities, whether issued in India or outside; 


(c ) the power to borrow moncys otherwise than on debcnturos ; 


(d ) the power to invest the funds of the company; 


(e) the power to grant loans or give guarantee or provide socurity in respoct of 
loans ; 


the power to approve the balance shoct, the profit and loss account and the 
director s report, or whcrever required , half -yearly Accounts; 


(8 ) the power to diversify the business of the company; 


(h ) the power to approve amalgamation , merger, re- construction ; 


() the power to take -over a company ; 


(1) the power to make contributions to charitable or other funds; and 


(k ) the power to buy -back securities: 


Provided that the Board may, by resolution passed at a mecting, delegato to any 
committee of directors , the managing director, the whole - time director , the manager or 
any other principal officer of the company or in the case of a branch office of the 
company, a principal officer of the branch office , the powers specificd in clauscs (c), 
(d ), ( e ) and ( ) to the extend specified in sub -sections (2 ), ( 3 ), ( 4 ) and ( )) respectively , 
on such conditions as the Board may specify: 


ipal officer of the branch office, the powers 


and (5) respectiv 


Provided further that the acceptance by a banking company in the ordinary course of 
its business of deposits of moncy from the public topayablc on demand or otherwise 
and withdrawable by chcquc, drafts , order or otherwise , or the placing of moncys on 
deposit by a banking company with another banking company ou such conditions as the 
Board may specify , shall not be decmed to be a borrowing of moneys or, as the case 
may be, making of loans by a banking company within the meaning of this section . 


Explanation 1. - Nothing in clause (c ) of sub -section (1) shall apply to borrowings by 
a banking company from other banking companies or from the Reserve Bank of India , 
the State Bank of India or any other bank established by or under any Act . 


Explanation 2 . - - In respect of dealings between a company and its bankers , the 
cxerciso by the company of the power specified in clausc. (C ) of sub - section ( 1) shall 
mean the arrangement made by the company with its bankets for the bottowing of 
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monoy by way of overdraft or cash crodit or otherwisc and not the actual day to day 
operation on overdraft, cash crodit or other accounts by means of which tho 
artangotnent so made is actually availed of. 


(2 ) Every resolution delegating the power toferred to in clause (c ) of sub-section (1 ) 
shall specify the total amount outstanding at any ono time up to which money may be 
bortowed by the delegatoc . 


( 3) Every revolution delegating the power referred to in clause (d ) of sub -section (1) 
shall specify the total amount up to which the funds may be invested , and the nature of 
the investments which may be made, by the delegatoo and such resolution shall bo 
passed with the consent of all the directors presont at the tocting . 


(4 ) Every resolution dologating the power referred to in clause (e ) of sub- section ( 1) 
shall specify the total amount up to which loans may be made by the delegatoo , the 
purposes for which the loans may be made , and the maximum amount of loans which 
may be made for cach such purpose in individual cascs and much resolution shall be 
passed with the consent of all the diroctors present at the mooting. 


( 5) Every resolution delegating powers referred to in clause ( ) of sub -section (1) 
shall specify the total amount up to which contributions may be made by the delegateo, 
the purpose for which the contributions may be made and the maximum amount of 
contributions which may be made for each such purpose in individual casco . 


bundle om 


les conse 


il en in 


the mouse by the delegatsing 


(0) Nothing in this soction shall be deemed to affect the right of the company in a 
gencral meeting to impose restrictions and condidons on the exercise by the Board of 
Any of the powots specifiod in sub - section ( 1). 


Audit 
Committoo . 


230 . (1 ) Every public company having a paid -up capital of not less than five corts 
of rupees shall constitute a committee of the Board known as " Audit Cotumittce " which 
shall consist of not less than three directors and such number of other directors as the 
Board may determine of which two- thirds of the total number of metabcrs shall be 
directors , other than managing or wholo- timc directors , 


(2 ) The members of the Audit Committee shall elect a chairman from amongst 
themselves. 


(3) The annual report of the company shall disclose the composition of the Audit 
Committeo . 


(4 ) The auditors, the chief financial officer , the internal auditor, if any, and the 
director in - charge of finance shall attend and participate at meetings of the Audit 
Committee but shall not have the right to vote . 


(5) The Audit Committec should have discussions with the auditots periodically about 
internal control systems, the scope of audit including thc obscrvations of thc auditots 
and review the half-yearly and annual financial statements before submission to the 
Board 


(0 ) The Audit Committee shall have authority to investigate into any matter in 
relation to the items specified in this section or referred to it by the Board and for this 
purpose , shall have full access to information contained in the records of the company 
and external professional advisc , if piccessary . 


(7 ) The recommendations of the Audit Committee on any matter rolating to financial 
management, including the audit report, shall be binding on the Board . 
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( 8) The chairman of the Audit Committee shall attond the annual gencral trootings 
of the company to provide any clarification on matters rolating to audit. 


(9 ) If a default is made in complying with the provisions of this scction , the 
company , and every officer who is in default, ahall be punishable with imprisonment for 
a term which may extend to onc year, a with finc which may extend to fifty thousand 
rupces , or with both . 


231. (1) The Board of a public company shall not, cxcept with the consent of such 
company in general meeting , - 


Rostrictions 
on powers 
of Board . 


(a ) sell, lease or otherwise dispose of the whole, or substantially the wholo , of the 
undertaking of the company , or what the company owns more than onc undertaking , 
of the whole, or substantially the wholc, of any such undertaking : 


Provided that nothing in this clause sball apply to the creation of a charge ar 
mortgage of the whole or substantially the whole of any undertaking in favour of . 
financial institution of a scheduled bank for obtaining any loan ; 


(b ) remit, or give time for the sepayment of, any debt due by a director except in 
the cagC of renowal or continuance of an advance made by the banking company to 
its director in the ordinary course of busincas; 


(c) invest, otherwiso than in trust socurities , the amount of compensation teocivod 
by the company in respect of the compulsory acquisition of any aich undertaling as 
is referred to in clause (a ), or of any promises of properties used for any such 
undertaking and without which it cannot be carried on at can be carried on only with 
difficulty or only after a considerable time; 


(a ) borrow moneys where the moneys to be borrowed , together with the monoys 
already borrowed by the company (apart from temporary loans obtained from the 
company s bankers in the ordinary course of busincas), will exceed the aggregate of 
the paid -up capital of the company and its froc resetves , that is to say , reserves not 
set apart for any specific purpose ; or 


(e ) contribute to charitable and other funds not directly relating to the business of 
the company or the welfare of its employoas, any amounts the aggregate of which 
will, in any financial year, excood one lakh rupocs , or five per cont of its averago 
net profits as determined in accordance with the provisions of sections 232 during 
the three financial years immediately preceding , whichever is grcator. 


Explanation 1.- Every resolution passed by the company in gonoral moctings in 
relation to the exercise of power referred to in clausc (d ) or in clause (2 ) shall specify 
the total amount up to which money may be borrowed by the Board under clause (d ) 
of, as the case may be , the total amount which may be contributed to charitable or any 
other funds in any financial year under clausc (e ). 


Explanation 2. - In clause (a ) of this sub -section (other than the proviso thcroto ), the 
expression " undertaking" means an undertaking in which the investincnt of the company 
exceeds five per cent. of its not-worth . 


Explanation 3 , -- The expression " temporary loans" in clause ( d ) means loans 
repayablc on demand or within six months from the date of the loan such as short term 
loan , cash credit arrangetachts , the discounting of bills and issue of other sbott term 
loans of a seasonal character, but docs not include loans raisod for the purpose of 
financing expenditure of a capital nature. 
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Explanation 4 . — Whore a portion of a financial year of the company falla boforc the 
cotnmcncomont of this Act, and a portion falls after such commoncament, the latter 
portion shall be doomed to be a financial year within the moaning, and for the purposes 
of clauso (e ). 


(2) Nothing contained in clause (a ) of sub -section (1) shall affoot 


(a ) the title of a buyet or other person who buys or takes a loose of any such 
undortakding as is referred to in that clause , in good faith and after oxercising duc 
caro and caution ; or 


(b ) the selling or longing of any property of the company , where the ordinary 
business of the company consists of, or comprises , such selling or leasing. 


(3 ) Any resolution passed by the company permitting any transaction such as is 
referred to in clause (a ) of sub -section ( 1) may attach such conditions to tho permission 
As may bo specified in the resolution , including conditions regarding the uso, disposal 
or investmont of the salo proceeds which may result from the transaction : 


Provided that this sub - scction shall not be doomed to authorise the company to effect 
any roduction in its capital except in accordance with the provisions contained in that 
behalf in this Act. 


(4) Tho acceptance by a banking company , in the ordinary course of its business , of 
deposits of moncy from the public , repayable on demand or otherwiso, and 
withdrawable by chcque, draft , order or otherwisc , shall not be dootacd to be a 
borrowing of moneys by the banking company within the moaning of clause (d ) of sub 
section (1 ). 


(5) No debt incurred by the company in excess of the limit imposed by clauso (d) 
of sub -scotion ( 1) shall be valid or offcctual, unless the londer proves that he advanced 
the loan in good faith and without knowledge that the limit imposed by that clause had 
bocn cxccoded . 


Appointment of sole selling agents to require approval of company 

in a general meeting 


Appoint 
mont of 
sole solling 
agonts. 


232. (1) No cotupany shall appoint a sole selling agent for any arca in India exccpt 
with the provious consent of the company accorded by a special resolution in a gonoral 
meeting : 


Providod that whoto the sole selling agont has a substantial interest in the company, 
the particulars relating to such sole selling agent shall be disclosed as a soparate itom 
in the Board s report for every financial year in such form as may be prescribed . 


(2) No company shall appoint a sole selling agent for any area outside India exort 
with the previous consent of the Board and the particulars relating to such sole selling 
agent shall be disclosed as a separate item in the Board s Report for every financial 
year in such form as may be prescribed : 


Provided that where the sole selling agent has a substantial interest in the company , 
such appointment shall require the previous consent of the company accorded by a 
special resolution in general meeting . 


(3) Where there is any change in the composition or status of any sole selling agent 
appointed under sub - scotion (1 ) or in the interest of directors or other important terms 
of appointment, such solo solling agent cannot be continuod as such from the date of 
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such change unless the same procedure for tho appointment of tho molo rolling agent in 
India or as the case may outside India , is followed for such continuanoc by the 
company . 


(4 ) (a ) Wher a company has a sole selling agent (by whatever namo called ) for an 
aroa and it appears to the Central Government that for the purposo of detettoining 
whether or not such terms and conditions are prejudicial to the Interests of the company 
or that the conditions spccifiod for his appointment under sub - soction ( 1 ) havo not been 
followed ; it is pcccssary so to do , it may roquire the company to furnish to it such 
Information regarding the torms and conditions of the appointment of tho solo selling 
agent as it considers trocomary . 


(b ) If the company refuscs or neglects to furnish any such information , the Central 
Govotnmont may appoint a suitable person to investigate and report on the terms and 
conditions of appointment of the sole selling agent. 


appointment ofsuitable persone furnish any suc 


(c ) If after perusal of the information furnishod by the company ot, as tho caso May 
be, the report submitted by the person appointed under clause (b ), the Central 
Government is of the opinion that the terms and conditions of appointment of the solo 
selling agent are prejudicial to the interests of the company or that the conditions 
specified for his appointment under sub -section (1 ) have not boon followod , the Central 
Government may , by order, make such variations in those terms and conditions as 
would in its opinion make them no longer prejudicial to the interests of the company , 


(d ) As from such date as may be specified by the Central Government in the order 
aforesaid , the appointment of the sole selling agent shall be regulated by the terms and 
conditions as variod by the Central Government. 


(5) (a ) Where a company has more selling agents than one (by whatever name 
called ) in any area or arcas and it appears to the Central Goverment that for the 
purpose of determining whether any of those selling agents should be doclarod to be the 
solo selling agent for guch Arca or any of such areas; it is necessary so to do , it may 
require the company to furnish to it such information regarding the terms and conditions 
of appointment of all the selling agents as it considers necessary. 


(b ) If the company refuses or neglocts to furnish any such information, the Central 
Governtricht may appoint a suitable person to investigate and report on the terms and 
conditions of appointment of all the selling agents . 


( c) If , after perusal of the information furnished by the company ot , as the case may 
be, the report submitted by the person appointed under clause (b ), the Central 
Government is of the opinion that having togard to the terms and conditions of 
appointment of any of the selling agents and to any other relevant factors, that selling 
agent is to all intents and purposes thc sole selling agent for such arca , although there 
may be one or more other selling agents of the company opcrating in that arca , the 
Central Government may by order declare that sclling agent to be the sole selling agent 
of the company for that arca with effect from such date as may be specified in the 
order and may make suitable variations in such of the terms and conditions of 
appointment of that selling agent as are in the opinion of the Central Government 
prejudicial to the interests of the company , 


( d ) As from the date specified in clause (c ) the appointment of the sole selling agent 
declared to be the sole selling agent shall be regulated by thic terms and conditions as 
varied by the Central Govcmmont. 


(0 ) The compensation which may be paid by a company to its sole selling agent for 
loss of officc shall not exceed the remuncration which he would have earned If he had 
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boen in office for the unexpired residue of his term , or for three years whichever is 
ahorter, calculatod on the basis of the average remuneration actually camod by him 
ducing a period of throc youts itinodiately procoding the date on which his office 
consod or was terminated , or where he hold his office for a lesser period than throo 
years, during such period . 


( 7) A company shall not pay or be liable to pay to its sole selling agont any 
compensation for the loss of his office in the following Cascs , tamncly : 


(a ) wbore the sole selling agent resigns his offloc in vlow of the foconstruction of 
the company or of its amalgamation with any other body corporato or bodies 
corporate and is appointed as the sole selling agent of the reconstructed company of 
of the body corporato resulting from the amalgamation ; 


(b ) where the sole selling agent tosigns his offico, otherwise than on the 
foconstruction of the company or its amalgamation as afotoseid ; 


(c ) whoto the solo solling agent has been gullty of fraud or breach of trest in 
relation to , at of gross togligence in , the conduct of his duty as the solo selling 
agent; 


(d ) where the sole selling agent has instigatod , or has taken part directly or 
indiroctly in bringing about, the tottnination of the sole selling agency . 


( 8) It shall be the duty of the company 


(a ) to produce to the person appointed under clause (b ) of sub -section (4 ) or 
clause (b ) of sub -soction (5 ), all books and papers of , or relating to , the company 
which are in its custody or power , and 


(b ) otherwise to give to that person all assistance in connection with the 
investigation which the company is toasobably able to give . 


( 9) If a company makes default in complying with the provisions of this section , the 
company , and every officer of the company who is in default, shall be punishable with 
fine which may extend to five thousand rupees and with a further finc of not less than 
five hundred rupees for overy day after the first during which such tofusal or pcglect 
continuos . 


day after the top and with a further l be punishable 


( 10 ) The provisions of this soction shall , so far as may be, apply to the sole selling, 
or the sole purchasing or buying agents of a company . 


Explanation . 


In this section , 


(a ) " appointment" includes te - appointment; 


(b ) " substantial interest" , - 


( ) in relation to an individual, mcans the beneficial interest held by such 
Individual or any of his relatives , whether singly or takon togother , in the sharos 
of the company, the aggregato Amount paid -up on which exceeds five lakh rupees 
or flvo per cent of the paid - up share capital of the company , whichovor is lass; 


(i ) in relation to a firm , moung the bencficial Interest bold by one or more 
partners of the fimm a any relative of such partner , whether singly or taken 
togethat, in the shares of the company , the aggregate amount paid up on which 
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excoods fivo lakh rupees or fivc per cent of the pald -up share capital of the 
company whichever is the losser; 


( iii) in relation to a body corporato , means the bencficial interest bold by such 
body corporate or one or more of its directors or any rolative of such diroctor, 
whothor singly or taken together , in the shares of the company , the aggrogato 
Amount paid - up on which axcoods five lakhs of rupees at five por cent of the 
pald -up share capital of the company , whichever is loos . 


Loans to directors and contracts where directors interested 


Loans to 
managing 
dirootors, 
oto. 


233 . (1) No company (bercaftor in this section referred to as the londing company ) 
shall, except with the previous consent of the company accorded by a special resolution 
in a general meeting, directly or indiroctly, make any lona to , or givo any guarantoc or 
provide any socurity in connection with a loan made by any other person to , or to any 
other person by 


(a ) any managing of whole -time director of the leading company, of of a 
company which is its holding company , of any parthot or relative of any such 
director, 


(6 ) any firtn in which any such director or relative is a partner; and 


(c) any private company of which any such diroctor is a director or tctnber: 


Provided that no loan shall be given to any managing or wbolo-time director cxcopt 
for the purposes of mecting expenses on medical treatment, purchase or construction of 
residential house for the residenco of such managlog or whole- dmc ditoctor or education 
of his children and the amount of loan given to any managing or whole-time diroctor 
in any financial year shall not cxcood five times the amount of remuneration to which 
he is entitled in that financial year and such loan shall bo subject to such conditions 
as may be prescribed : 


Provided further that where a loan given to a managing diroctor or wholo -timo 
director under the first proviso is outstanding , no further loan for any of the grounds 
specified under the first proviso , sball be given . 


(2 ) No company shall make any loan to , or give any guarantee or provide any 
socurity in connection with a loan made by any other person to , or to any other person 
by, any diroctor of the company who is not a managing of whole -time director . 


( 3) Where any loan made , guarantee given of security provided by a lending 
company and outstanding at the commencement of this Act, could not have been made , 
given or provided , without the previous consent of the company accorded by a special 
resolution, if this section had been in force at the dmc when the loan was made , 
guarantee was given of security provided , the lending company shall, within six months 
from such commencemont of such further timo pot cxcooding six months as may be 
allowed by the Registrar on application , cither obtain such conscnt to the transaction , or 
enforce the re - payment of the loan made, or in connection with which the guarantec 
was given or the security was provided , notwithstanding any agreement to the contrary . 


( 4) Every person who is knowingly a party to any contravention of sub -section ( 1), 
sub -scction (2 ) or sub - section (3) including , in particular, any person to whom the loan 
was trade or who had taken the loan in respect of which the guarantee was given or 
the security was provided , shall be punishable with imprisonment for a totm which may 
extend to six months, or with fine which may extend to fifty thousand rupees , or with 
both : 
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Provided that where any such loan , or any loan in connection with which any such 
guarantcc or security had been given or provided by the lending company, has been 
repaid in full, no punishment by way of imprisonment shall be imposed under this sub 
section ; and where the loan bas boch tepaid in part, the maximum punishment which 
may be imposed under this sub -section by way of imprisonment shall be proportionately 
roduced . 


(5) All persons who are knowingly parties to any contravention of sub -section (1), 
sub -section (2) or sub -section (3) shall be liable, jointly and severally, to the leading 
company for the repayment of the loan or for taking good the sum which the lending 
company may have boch called upon to pay by virtue of the guarantee given or the 
security provided by such company . 


(0 ) The provisions of this section shall not apply to a banking company or a privato 
company unicas it is a subsidiary of a public company . 


Board s 


234 . (1) Except with the consent of the Board , a director of the company or his 
relative , a firm in which a director or relative is a partner, any other partner in such a 
firm , or a private company of which a director is a trotuber of director, shall not enter 
into any contract with the company -- 


be required 
for certain 
contracts 
in which 
particular 
directors 
art 
interested 


(a ) for the sale , purchase or lease of any property ; or 


(b ) for the sale , purchase or supply of any goods, or services; or 


(c) for under- writing the subscription of any sharos in , or debontures of, the 
company ; 


(2 ) Nothing contained in clausc (b ) of sub -section (1) shall affect 


(a ) the purchase of goods and matcrials from the company , or the sale of goods 
and materials to the company, by any director, relative , firm , partner or private 
company as afortsaid for cash at prevailing market prices; or 


(b ) any contract or contracts between the company on the one side and any 
director, relative , firm , partner or private company on the other for sale, purchase 
of supply of any goods , materials and services in which eithot the company or the 
director , relative, firm , partner or private company , as the case may be , regularly 
trades or does business : 


Provided that such contract or contracts do not relate to goods and materials the 
value of which , or services the cost of which , cxcoeds five lakh rupocs in the 
aggregate in any year comprised in the period of the contract or contracts ; or 


( c ) in the case of a banking or insurance company any transaction in the ordinary 
course of business of such company with any director, relative , firm , partner or 
privatc company as aforesaid . 


( 3) Notwithstanding anything contained in sub -sections (1) and (2 ) a director, rolative , 
firm , partner or private company as aforesaid may, in circumstances of urgent necessity , 
cnter, without obtaining the consent of the Board , into any contract with the company 
for the salc , purchase or supply of any goods, materials or services oven if the valuc of 
goods or cost of such scrvices exceeds fivc lakh rupees in the aggregate in any year 
comprised in the period of the contract; but in such a casc , the consent of the Board 
shall be obtained at a mecting within three months of the date on which the contract 
was entered into . 


Sec.2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


161 


(4 ) Eycry consent of the Board required under this scotion shall be scoordod by a 
resolution passed at a mooting of the Board and not otherwiac; and the consent of the 
Board toquired under sub -section (1) shall pot be deemed to have boon given within the 
meaning of that sub - section unless the consent is accorded before the contract is cntotod 
into or within three months of the date on which it was ontorod into . 


(5) If conscnt is not scoorded to any contract under this acction , anything done in 
putsuance of the contract shall be voidable at the opinion of the Board . 


Procedure, etc ., where director interested 


235 . (1) Every director of a company who is in any way, whother directly or 
Indirectly , conocrnod or interestod in e contract or arrangemont, or proposed contract of 
arrangetont, entered into or to be entered into , by or on behalf of the company , shall 
disclose the nature of his concom or interest at a mooting of the Board . 


Disclosure 
of interest 
by director. 


(2 ) (a ) In the case of a proposod contract or arrangement the disclosito toquirod to 
bo made by a director under sub -footion (1 ) shall be made at the mecting of the Board 
at which the question of entering into the contract or arrangement is first takon into 
consideration , or if the director was not, at the date of that meeting, concerned or 
interested in the proposed contract or arrangement, at the first moting of the Board 
held after he becomes so concerned or interested . 


(b ) In the case of any other contract or artangotnant, the toqulrod disclosure shall be 
mado at the first mooting of the Board hold after the director becomes concernod or 
intcroated in the contract or arrangetnont. 


(3) (a ) For the purpose of sub-soctions (1) and (2 ), « general notice given to the 
Board by a director to thc cffect that he is a diroctor or a member of a specified body 
corporato or to a member of a spocified firm and is to be regarded as concerned or 
Interostod in any contract or Arrangoment which may , after the date of the notio , be 
catarod Into with that body corporate a firm , shall be doomed to be a affidant 
disclosite of concern or intorcat in tolation to any contract or strangetncnt so mado . 


(b ) Any such gencral notice shall expire at the end of the financial year in which it 
is given , but may bo teacwod for further periods of one financial yout at a time, by a 
fresh notice given in the last month of the financial year in which it would otherwise 
expiro . 


(c ) No such goncral notice, and to renewal theroof, shall be of offect unless other 
it is given at a mooting of the Board , or the diroctor concernod takos trasonable steps 
to secure that it is brought up and read at tho first meeting of the Board after it is 
given . 


(4) Every director who falls to comply with sub -sootion (1) or sub -soction (2 ) shall 
be punishablo with fine which may axtond to fifty thousand tupoos. 


(5) Nothing in this section shall be taken to prejudice the operation of any rule of 
law restricting a diroctor of a company from having any conocm or interost in any 
contracts or Arrangements with the company . 


(0) Nothing in this soction shall apply to any contract or arrangement entated into or 
to be entored into betwoon two companies whoro any of the diroctors of the ono 
company or two or moto of thom togother boldo or hold not moto than two por cont. 
of the paid -up share capital in the other company unlows any such director i concorned 
or interested in the other company to any other manner . 
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(7) For the purpose of this section , a Piroctor of a subsidiary company who is an 
anployec of the holding company and who is nominated by the bolding company on 
the Board of thc subsidiary company , shall not be deemed to be concornod or interested 
in any contract or arrangement between the holding company and the subsidiary 
company . 


Interested 
director 
not to 
participatc 
of vote in 
Board s 
procoodings. 


236 . ( 1) No director of a company shall, as a director at any mooting of the Board , 
tako any part in the discussion of, or voto on , any contract or arrangement entorod into , 
or to be enterod into , by or on behalf of the company, if he is in any way , whether 
diroctly or indirectly , concerned or interested in the contract or arrangement; not shall 
his presence count for the purpose of forming a quorun at the time of any such 
discussion or vote ; and if he does not, his vote shall be void . 


(2 ) Sub -scction (1 ) shall not apply to 


(a ) a private company which is neither a subsidiary not a holding company of a 
public company; 


(b ) a private company which is a subsidiary of a public company , in respect of 
any contract or arrangement entered into , or to be entered into , by the private 
company with the bolding company thereof; 


(c ) any contract of indemnity against any loss which thic dirtctors, or any one or 
more of them , may suffer by reason of becoming or being surctics or a surcty for 
the company ; 


(d ) any contract or arrangement entered into or to be ontered into with a public 
company , or a private company which is a subsidiary of a public company , in which 
the interest of the director aforesaid consists solely 


) in his being a director of such company and the holder of not more than 
shares of such number of value therein as is toquisite to qualify shit for 
appointment as a director thereof, he having been dominatod as such director by 
the company referred to in sub - section ( 1 ), or 


(i ) in his being a member holding not more than two per cent of its pald -up 
share capital; 


(e ) a public company, or a private company which is a subsidiary of a public 
company, in respect of which a notification is losued under sub - section ( 3 ), to the 
cxtont spocified in the notification . 


( 3 ) In the case of a public company of a private company which is a subsidiary of 
a public company , if the Contral Government is of the opinion that having regard to the 
desirability of establishing or promoting any industry , business or trade, it would not be 
in the public interest to apply all or any of the probibitions contained in sub -section (1) 
to the company, the Central Government may , by notification , direct that that sub 
soction shall not apply to such company, or shall apply thorcto subject to such 
exceptions , modifications and conditions as may be specified in the notification . 


( 4) Every director who knowingly contravenes the provisions of this section shall be 
punishablo with fine which may extend to fifty thousand rupccs . 
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237. ( 1) Every company shall kecp one or more registers in which shall be cntotod 
soparately particulars of all contracts or arrangements to which section 234 or section 
235 applies, including the following particulars to the extent they are applicablo in cach 
caso , namely : 


Register of 
contracts, 
companics 
and firms 
in which 
directors 
ard 
Interested 


(a ) the date of the contract or arrangement; 


(6 ) the names of the parties thereto ; 


(c) the principlc torms and conditions thoteof; 


(d ) in the case of a contract to which section 234 applies or in the case of a . 
contract or arrangement to which sub -section (2) of soction 235 applies , the date on 
which it was placed before the Board ; 


(e) the names of thc directots voting for and against the contract or arrangement 
and tho names of those tomaining neutral. 


(2 ) Particulars of cvery such contract or arrangement to which soction 234 or, as tho 
Case may be , sub -soction ( 2 ) of soction 235 applics, shall be enterod in the relevant 
rogister aforesaid 


(a ) in the case of a contract or arrangement requiring the Board s approval, within 
seven days (exclusive of public holidays) of the meeting of the Board at which the 
contract or arrangement is approved , 


(b ) in the case of any other contract or arrangement, within seven days of the 
receipt at the registered office of the company of the particulars of such othot 
contract or Arrangement or within thirty days of the date of such other contract or 
arrangement whichever is later, 


and the register shall be placed before the next meeting of the Board and shall thon be 
signed by all the directots present at the meeting . 


( 3) The register aforesaid shall also specify, in relation to cach director of the 
company , the damos of the firms and bodies corporatc of which notice has been given 
by him under sub - section ( 3) of soction 235 . 


(4) Nothing in sub-sections (1), (2) and (3) shall apply 


(a) to any contract or arrangement for the sale , purchase or supply of any goods, 
materials or services if the value of such goods and materials or the cost of such 
services does not exceed ton thousand rupeos in the aggregate in any year, or 


(b ) to any contract or arrangement (to which soction 234 or, as the case may be, 
section 235 applics ) by a banking company for the collection of bills in the ordinary 
course of its business or to any transaction referred to in clause (c) of sub - soction 
(2 ) of section 234 . 


(5) If default is made in complying with the provisions of sub-section (1), sub 
soction ( 2) or sub -soction (3), the company , and cvory officer of the company who is 
in default , shall, in tespect of cach default, be punishable with fine which may axtend 
to five thousand rupecs . 


(6 ) The register aforcaaid shall be kept at the registered office of the company; and 
it aball be open to inspection at such office, and extracts may be taken therefrom and 
coples thoroof may he toquired , by any momber of the company to the same axtant, in 
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tho samo mannet, and op payment of the samo foc , as in the case of tho registat of 
mombers of the company ; and the provisions of soction 132 shall apply accordingly . 


Register of directors, Chief Accounts Officer , etc . 


Register of 
directors , 
etc . 


238 . (1) Every company shall kcop at its registered offico a reglator of its directors , 
managing director, Chief Accounts Offioer, manager and socrotary , containing with 
respoct to cach of them the following particulars, that is to say 


: (a ) in the CABO of an individual , his presont namo, and amatne in full , any fortaa 
namo or surname in full ; his father s name and surnamo in full ; or whoro the 
Individual is a married woman , the husband s name and surnamo in full ; his usual 
residential address; his nationality and , if that nationality is not the nationality of 
origin , his nationality origin , hits business occupation , if any, if he holds the offico 
of director, managing director, Chief Accounts Officer, manager of scorotary in any 
other body corporate , the particulars of each such office hold by him ; and except in 
the caso of a private company which is not a subsidiary of a public company, the 
date of his birth; 


(b ) if any director of directors have boon nominated by a body corporate , its 
corporato namc; all the particulars rofatrod to in clauso (a ) in respoct of cach diroctor 
80 pominatod ; 


(c) all the particulars roforred to in clause (b) in respoct of tho body corporate , and 


(d ) If any director or directors have boon nominated by a firm , the name of the 
firm , all the particulars toferred to in clause (a ) in respect of cach director xo 
nominated , and all the particulars reforrod to in clauso (c ) in respect of the fimm . 


Explanation . For the purposes of this sub -section, - 


(a ) any person in accordance with whose directions or Instructions, the Board is 
acastomod to act shall be deemed to be a diroctor of the company ; 


(b ) in the caso of a porson usually known by a title difforont from his surnamo, 
the expression " surnamo" ticans that titlo ; and 


(c) soforence to a formet name or Surname do not include 


(1) in the case of a porson wually known by an Indian title different from his 
surname, the name by which he was known provious to the adoption of, or 
succession to the titlo , 


( it) in the case of any person , a forma namc or arpate, where that namo or 
urname was changed or disusod before the potson boaring the namo attained tbc 
ago of cightoon years, or has been changed or disused for a period of pot leas 
than twonty years, werd 


(it) in the case of a manlod woman , the name or Surname by which she was 
known previous to the marriage. 


(2 ) The company shall, within a period of thirty days from the appointment of its 
first diroctors and to the Registrat a return in duplicate in the proscribod form 
containing the particulars specifiod in the said register and whero change happens 
among its diroctors , mmaging directors , Chief Accounts Offica , managers at 
secretariad , within a poriod of thirty days from such happening , sond to the Reglatrat e 
return in duplicate in the prescribed form of such change. 
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( 3) If dofault is made in complying with sub -soction (1 ) or sub -sootion (2 ), tho 
company , and avaty officor of the company wbo lg in default, shall be punishablo with 
fino which may oxtend to five thousand rupees for every day during which the dofault 
continuxca . 


(4) The register kept under this section shall be open to the Inspection of any 
motuber of the company without charge and of any othor person an payment of such 
foc as may be proscrlbod for cach Inspection during busincas houts subjact to such 
reasonable restrictions as the company may by its articles or in a goneral mooting 
imporc , so that not loss than two hours in cach day are allowed for inspection 


(5 ) If any inspection required under sub -scotion (4 ) is refused ,-- 


(a ) thc company , and overy office of the company who is in a dofault, shall be 
punishable with fine which may extend to five hundred rupocs; and 


(b ) the THbunal may, by order, compel an immediate Inspection of the register . 


239. (1) Every director, managing director, whole - timc diroctor, Chiof Accounts Duty of 
Officor, managor or soctotary of any company , who is appointed to or relinquishco , the directors , 
office of director, managing director, whole -time director, Chief Accounts Officer, otc ., to 
manager or socretary of any other body corporato , shall within twenty days of his make 
appointment to , or as the case may bc, relinquishmont of, such office , disclose to the disclosure. 
company aforesaid the particulars relating to the office in the other body corporato 
which are required to be specified under sub - section (1 ) of soction 238 ; and if he fails 
to do so , he shall be punishable with fing which may extend to five thousand tupeas. 


(2 ) The provisions of sub- soction (1 ) shall also apply to a person doomod to bo e 
director of the company by virtuc of the Explanation to sub -section (1) of section 238 
when such person is appointed to , or relinquishes , any of the offices in the other body 
corporato roferred to in sub -section (1). 


240. ( 1) The Registrat shall koop a separate register or registets in which thoto aball 
be cntored the particulars rocolved by him under sub -soction (2) of soction 238 in 
rospoct of companies , so bowover that all entics in taupoot of cech such company shall 
be together. 


Roglater to 
be kept by 
Roghattur 
and inspoc 
tion 
thotoof. 


(2 ) The register or registers aforcaald shall be open to inspoction by any member of 
the public at any time during office hours, on payment of the prescribod foc . 


Register of directors shareholdings 


241. (1 ) Evoty company shall loop a rogistor showing , as respocta cach director of Register of 
the company , the number, description and amount of any shares in , or dobentures of, diroctots 
the company or any othor body corporate , being the company s subsidiary or holding sharo 
company , or a subsidiary of the company s holding company , which arc held by him or holdings , 
in trust for him , or of which he has any right to become the bollor whother on cto . 
payment or not. 


(2 ) Where any shares or debeatures have to be recorded in the sal registar or to be 
omittod that from , in relation to any director, by rcason of a transaction entored into 
after the cottoencement of this Act and while he is a director, the register shall also 
show the date of, and the price or othor consideration for, the transaction : 


Provided that what thoro bon intotval betwoon the agrootant for any such 
tromotion and tho completion theroof, tho dato so shown shal bo that of the agroomont. 
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( 3) The nature and oxtont of any interest or right in or over any shares ot dobontures 
rocorded in relation to a diroctor in the said registet shall, if he so requires , bc 
indicatod in the register . 


(4 ) The company shall not, by virtue of anything done for the purposes of this 
soction , be affoctod with notice of, or be put upon inquiry as to , the rights of any 
person in rolation to any shares or debenturos. 


(1) The said register shall , subject to the provision of this section , be kept at the 
registered office of the company , and shall be open to inspection during business houts 
(subjoct to such reasonablo restrictions as the company may , by its articles or in a 
gencral meeting , impose , so that not less than two hours in cach day are allowed for 
inspection ) as follows: 


(a ) during the period beginning fourtoon days before the date of the company s 
annual geboral mocting and ending three days after the date of its conclusion , it shall 
be open to the inspection of any member or holder of debeatures of the company ; 
and 


(b ) during that or any other poriod , it shall be open to the inspection of any 
potson acting on behalf of the Contral Govanocht of of the Registrar . 


(6 ) In computing the fourtoch days and three days mentioned in sub - soction (1 ), any 
day which to a Saturday, a Sunday or a public holiday shall be distegarded . 


( 7) Without prejudice to the rights conferred by sub -section (5), the Central 
Government or the Registrar may , at any time requiro a copy of the said register , or 
any part thereof. 


(8 ) The said registor shall also be produced at the commencement of every annual 
general meeting of the company and shall remain open and accessible during the 
continuance of the meeting to any person having the right to attond the meeting. 


(9) If default is made in complying with sub - section ( 8) the company , and cvety 
officer of the company who is in default, shall be punishable with fine which may 
extend to five thousand rupoos . 


( 10 ) If dofault is made in complying with sub -section ( 1) or sub-soction (2 ), or if 
Any inspection requirod under this section is tofusod , or if any copy toquired thcrounder 
is not sent within a reasonable time, the company , and overy officcr of the company 
who is in default , shall be punishable with fine which may extend to five thousand 
tupocs and also with a furthor fino which may extend to two hundrod tupoos for every 
day during which the default continucs. 


(11) In the case of any such rofusel, the Tribunal may also , by order , compol an 
Immodiatc inspoction of the register. 


( 12 ) Por the purposes of this section 


( a ) any person in accordance with whose directions or instructions the Board is 
accustomed to act, shall be deaned to be a director of the company ; and 


(b ) a director of a cotopany , shall be deemed to hold or to have an interest or a 
right in or ovet , any shares or debenturos , if a body corporate other than the 
company holds them or has that interest or right in or over them , and citha 
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VULUI 


that body corporate or its Board is accustomed to act in accordance with his 
directions or instructions; or 


( it ) be is entitled to cxctciso or control the exercise of one- third or more of the 
total voting power exercisablo at any general meeting of that body corporate 


(13 ) Every director of a company and every person decmod to be a diroctor of the 
company by virtue of sub -section ( 12 ) shall give notior to the company of such matters 
relating to himself as may be noccssary for the purpose of obabling the company to 
comply with the provisions of that section . 


(14 ) Any such notice shall be given in writing and if it is not given at a mooting of 
the Board , the porson giving the notice shall take all rcasonable stops to secure that it 
is brought up and road at the meeting of the Board after it is given . 


(15) Any person who fails to comply with sub -section (13 ) or sub - section (14 ) shall 
be punishable with imprisonment for a term which may extend to two years or with 
fino which may extend to fifty thousand rupocs, or with both . 


( 16 ) The provisions of this soction shall apply to managers as they apply to directors . 


Remuneration of directors 


Remunera 
tion of 
diroctors. 


242. ( 1) The remuneration payable to the directors of a company , including any 
managing of whole - timc director , shall be determinod , in socordance with and subject 
to the provisions of section 155 and this soction , by a resolution or , if the articles so 
require , by a special resolution , passod by the company in a general meeting and the 
remuneration payable to any such director determined as aforesaid shall be inclusive of 
the remuneration payable to such director for services rendered by him in any other 
capacity . 


(2 ) A director wbo is oither in the whole - timc employment of the company or a 
managing director may be paid remuneration cither by way of a monthly payment or at 
a specified percentage of the net profit of the company, or partly by one way and partly 
by the othor: 


Provided that, except with the approval of the Central Government, such 
remuncration shall not exceed five per cent. of the act profit for ono such director , and 
if there is more than one such director, tot per cent. for all of them togethor. 


(3) A director who is neither in the whole - time employment of the company or a 
managing director may be paid renuncration cither by way of commission if the 
company by a special resolution authoriacs such payment: 


Provided that the temuncration paid to such director, or where there is more than 
One such diroctor, to all of them together, shall not exceed 


() onc per cent of tho net profit of the company , if the company has a managing 
or wholo -time director, or a manager ; 


(ü ) throc per cent of the act profit of the company, in any other case : 


Provided further that the company in a goneral mooting may , with the approval of 
the Central Government, authorise the payment of such romuncration at a rato exceeding 
one per cent. or, as the case may be, three per cont of its not profits . 
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(4) Tho not profits toforrod to in yub-sections (2) and (3) shall bo computed in the 
mannor Lald down in soction 252 . 


(5) If any diroctor draws or rocolva , diroctly or indirectly , by way of romuncration 
any such sums in cxocos of the limit prescribed by this section or without the prior 
xunction of the Central Governinent, whoto it is roquired , ho shell tofund much sums to 
the company and until such sum is tofundod , hold it in trust for the company , 


( ) The company shall not walve the recovery of any sam refundablo to it under 
sub -soction (5 ) unlose permittod by the Central Government. 


( 7) No director of a company who is in roceipt of any commission from tho 
company and who is cithat in the wholo - timo employmont of the company or a 
managing diroctor shall be entitled to toocive any commission or other remuneration 
from any subsidiary of ach company . 


(8 ) The special resolution referred to in sub - soction (3 ) shall not remain in force for 
a period of more than throo years, but may bo tonowod , from time to time, by a spocial 
resolution for further periods of not more than three years at a time: 


Provided that no renewal shall be effected carlier than one year from the date on 
which it is to come into force . 


(9) The provisions of this soction shall not apply to a privato company unless it is 
# subsidiary of a public company . 


Miscellaneous provisions 


Appoint 
ment and 
term of 
office of 
alternato 
directors . 


243 . (1) The Board may, if so authorised by its articles or by a rosolution passed by 
the company in a general mocting , appoint an altottate director to act for a diroctor 
(hereinafter in this section called " the original director " ) during his abocnoo for a period . 
of not less than throc toonths from India . 


(2 ) An altomato director appointod under sub - section (1) shall hold officc for the 
same period as tho original director and shall vacato office if and what the original 
director returns to India . 


(3) If the term of office of the original director is dotorminod before he so returns 
to India , any provision for the automatic re -appointment of rotiring directots in default 
of another appointment shall apply to the original, and not to the alternato, director. 


244. (1 ) Excopt with the consont of the company accorded by a special resolution , 


Director , 
otc ., tot to 
hold office 
or place of 
profit. 


(a) no director of a company shall hold any office or place of profit, and 


(6 ) po pattnet of relative of a director or manager, no firm in which , a director, 
managet or a relative of a manager , diroctor, is a partnot, no privato company of 
which a diroctor , a manager is a director or member , and no diroctor of manager of 
such a private company , shall hold any office or place of profit carrying a total 
monthly tomuneration of such sum as may be prescribed , except that of managing 
director or manager , banket or trustee for the holders of debcntures of the 
company , 


(1) under the company ; or 


(ü ) under any sbaldiary of the company, 
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unless the remunoration received from such subsidiary in respect of such office or place 
of profit is paid over to the company: 


Providod that it shall be sufficient if the special resolution according the consent of 
the company is passed at a gcnctal mccting of the company held for the first time after 
the holding of such office or place of profit . 


Explanation . -- For the purposes of this sub -section , a special resolution according 
consent shall be necessary for every appointment in the first instance to an office or 
place of profit and to every subscqucnt appointment to such office or place of profit on 
« higher remuncration not covered by the special resolution , except where an 
appointment on a time scale has alrcady bocn approved by the special resolution . 


(2) Nothing in sub-soction (1) shall apply where a relative of a director or a firm in 
which such relative is a partnior holds any office or place of profit under the company 
or a subsidiary thcroof having been appointed to such office or place before such 
director becomes a director of the company . 


( 3) (a ) If any office or place of profit is held in contravention of the provisions of 
sub -section ( 1), the director, partner, relative , firm , private company or manager 
concerned shall be deemed to have Vacatod his or its office as such on and from the 
dato next following the date of tho general meeting of the company referred to in the 
proviso to sub-section (1), and shall be liable to refund to the company any 
remuncration received or the monetary equivalent of any perquisite or advantage enjoyed 
by him or it for the period immediately preceding the date aforesaid in respect of such 
office or place of profit . 


(6 ) The company shall not waive the recovery of any sum refundablc to it under 
clauso (a ) unless permitted to do so by the Central Government, 


(4) Any office or place shall be deemed to be an office or place of profit under the 
company within the meaning of this soction , 


(a ) in case the office or place is held by a director, if the director holding it 
obtains from the company anything by way of romuncration over and above the 
remuneration to which he is cntitled as such dirtctor , whether as salary , foos, 
cotnmlesion , perquisitos , the right to occupy free of rent any premisce as a place of 
residence , or otherwise; 


(b ) in case the office or place is held by an individual other than a director or by 
any firm , privato company or other body corporate , if the individual, firm , private 
company or body corporate holding it obtains from the company anything by way of 
remuncration whether as salary , fccs, commission , perquisites, the right to occupy 
free of rent any premises as a place of residence , or otherwise . 


(5) Nothing in this section shall apply to a person , who being the holder of any 
office of profit in the company , is appointed by the Central Government, under soction 
275 , as a director of the company . 


( 0) This scction shall not apply to a private company unless it is a subsidiary of a 
public company 
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245 . (1) No pablic company shall appoint or employ any person as managing 
director , whole-time director or the manager of the company except as provided in sub 
soction (2 ).. 


Restrictions 
on appoint- 
ment of 
managing 
dłroctor 
and whole 
timo 
director. 


(2 ) A public company may appoint or employ a person as its managing director of 
whole -timo director, if he is the managing director , whole - time director or manager of 
onc , and of not more than onc , other company: 


Provided that such appointment or re -appointment is made or approved by a 
resolution passed at a meeting of the Board with the consent of all the directors present 
at the mocting and of which mooting , and of the resolution to be moved thercat, 
specific notice has bocn given to all the directors then in India . 


24 (1) No company shall , appoint or employ any individual as its managing 
director or whole - dimc director for 4 terin cxcccding five years at a time. 


Managing 
director of 
whole -timno 
director 
not to bc 
appointed 
for more 
than five 
years at & 
time. 


(2 ) Nothing contained in sub- section ( 1) shall be deemed to prohibit the ro 
appointment, tc - employment, or the cxtopsion of the term of office , of any person by 
furtha parlods not excoeding five years on cach occasion : 


Provided that any such re - appointment, tc -employment of extension shall not be 
sanctioned carlier than two years from thc date on which it is to come into force . 


(3) This scction shall not apply to a private company unless it is a subsidiary of a 
public company . 

Compensation for loss of office 


Competisa 
ton for 
loss of 
office not 
permissible 
except to 
managing 
or whole 


247. (1) Payment may be made by a company, except in the cases specified in sub 
soction (1 ) And subject to the limit specified in sub - soction (4 ), to Managing director, 
whole - time director of a director holding the office of manager or in the whole -time 
employment of the company, by way of compensation for loss of office , or as 
consideration for retirement from office , or in connection with such loss or retirement. 


(2) No such payment shall be made by the company to any other director. 


time 


( 3) No payment shall be made to a managing or other director in pursuance of sub 
section (1), in the following caSCs , namely : 


directors of 
to diroctors 
who are 
managcts . 


(a ) where the director resigns his office in vicw of the reconstruction of the 
company , or of its amalgamation with any other body corporate or bodics corporate , 
and is appointed as the managing director, manager or other officer of the 
reconstructed company or of the body corporate rosulting from the amalgamation ; 


(b ) where the director resigns his office otherwise than on the reconstruction of 
the company of its amalgamation as aforesaid ; 


(c ) where the office of the director is vacated by virtue of sub - section ( 2) of 
section 158 , or any of the clauses (a ) to (k ), of sub - section (1 ) of section 225 ; 


(d ) where the company is being wound up , whether by Court or voluntarily , 
provided the winding up was due to the negligence or default of the director, 


(e ) where the director has been guilty of fraud or breach of trust in relation to , or 
of gross negligence in or gross mismanagemont of, the conduct of thic affairs of the 
company or any subsidiary or holding company thereof; 
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Wh 


o where the director bas instigatod , or has taken part diroctly or indiroctly in 
bringing about, tho termination of his officc . 


( 4) Any payment made to a managlog or other director in pursuance of sub - soction 
(1) shall not excood the remuneration which he would have carned if he had boon in 
office for the unexpired residuc of his term or for three yoats , whichover is shortat , 
calculated on the basis of the avcrage romuncration actually carned by him during a 
period of throc years immodiately preceding the date on which he coased to hold the 
office , or where he held the office for a lesser period than three years , during such 
period : 


Provided that no such payment shall be made to the director in the event of the 
commencement of the winding up of the company , whother before , or at any time 
within twelve months after, the date on which he ccased to hold office , if the exacts of 
the company on the winding up , after deducting the expenscs thereof, are not sufficient 
to repay to the shareholders the share capital ( including the premium , if any ,) 
contributed by thom . 


(5) Nothing in this section shall be deemed to prohibit the payment to a managing 
director, or a director, or a director holding the office of managet, of any remumcration 
for services rendered by him to the company in any other capacity . 


248 . ( 1) Without prejudice to the provisions of sub- scctions (1 ) and (2 ) of soction Payment to 
247 , no director of a company shall , in connection with the transfer of the whole or diroctor, 
any part of any undortaking or property of the company, teceive any payment, by way etc ., for 
of compensation for loss of office , or as consideration for retirement from office , or in lons of 
connection with such loss or retirement 

offico , otc ., 

in conoc 
(a ) from such company; or 

tion with 

transfer of 
(b) from the transferee of such undertaking or property or from any other potson undottaking 
(tot being such company ), unleas particulars with respect to the payment proposed or property . 
to be made by such transforee or person (including the amount thatcof) havc boon 
disclosed to the members of the company and the proposal has been approved by the 
company in a general mocting 


( 2 ) Whcte a director of a company recolveg payment of any amount in contravention 
of sub -section (1 ), the amount shall be doomed to have boch reolved by him in trust 
for company . 


249. (1) No director of a company shall, in connection with the transfer to any 
persons of all or any of the shares in a company , being a transfer resulting from , 


( ) an offer made to the general body of shareholders ; 


Payment to 
director 
for loss of 
office , etc ., 
in conncc 
tion with 
transfer 
of shares . 


(i ) an offer made by or on behalf of some other body corporate with a view to 
the company becoming a subsidiary of such body corporate or a subsidiary of its 
holding company ; 


(iii) an offer made by or on behalf of an individual with a view to his obtaining 
the right to excrcise, or control the exercise of, not less than one - third of the total 
voting power at any general mecting of the company ; or 


( iv ) any other offer which is conditional on acceptance to a given extent, 


receive any payment by way of compensation for loss of office, or as consideration for 
retirement from office, or in connection with such loss or rotirement, - 
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(a) from such company; or 


(6 ) except as otherwise provided in this section , from the transforoos of the shares 
or from any other person (not being such company). 


(2) In the caso referred to in claust (6 ) of sub -section (1), it shall be the duty of the 
director conocrned to take all toasonable steps to socurt that particulate with respect to 
the payment proposed to be made by the transferoes of other person (including the 
amount thereof) art included in , or sent with , any noticc of the offer made for their 
shares which is given to any shareholders . 


( 3) If 


(a ) any such director fails to take tcasonable steps as aforesaid ; of 


(6 ) any person who has been properly required by any such director to include the 
said particulars in , or send them with , any such noticc as aforesaid fails so to do , 


ho shall be punishablc with fine which may extend to two thousand five hundred 
rupoos . 


(4) If - 


(a ) the toquiremonts of sub -section (2) are not complied with in relation to any 
such payment as is governed by clauso (b ) of sub -section ( 1); or 


(b ) the making of the proposed payment is not , before the transfor of any shares 
in pursuance of the offer, approved by a mocting called for the purpose , of the 
holders of the shares to which the offer relates and other holdots of shares of the 
samc class (other than shares already held at the date of the offer by , or by a 
nominc for, the offeror, or whoto the offerot is a company , by , or by a nominco 
for , any subsidiary thereof) as any of the said sharcs , 


any sum received by the director on account of the payment shall be deemed to have 
bocn received by him in trust for any persons who have sold their sharcs as 4 result of 
the offer made, and the expenses incurred by him in distributing that sum amongst 
those person shall be borc by him and not retained out of that gum . 


( 5) If at a meeting called for the purpose of approving any payment as required by 
clause (b ) of sub - section ( 4 ), a quorum is not present and, after the mecting has been 
adjourned to a later dato, a quorum is again not prosent, the paymont shall , for the 
purposes of that sub -section , be deemed to have been approved . 


Supplemen - 


tary 


250 . (1) Where in proceedings for the recovery of any payment as having , by viſtue 
of sub-section ( 2 ) of section 248 of sub -section (4 ) of section 249 , bech received by 
Any person in trust, it is shown that 


provisions . 


(a ) the payment was made in pursuance of any arrangemont entered into as part 
of the agreement for the transfer in question , or within one year before , or within 
two years after, that agreement or the offor leading thereto ; and 


(b ) the company or any person to whom the transfer was made was privy to that 
arrangement, 
the payment shall be doemed , except in so far as the contrary is shown, to be one to 
which that sub -section applics . 
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(2) If in connection with any such transfer as is mentioned in section 248 or in section 249 , 


(a ) the price to be paid , to a director of the company whose office is to be 
abolished or who is to retire from office, for any sbares in the company held by him 
is in excess of the price which could at the timc have been obtained by other 
holders of the like sharcs; or 


(6 ) any valuable consideration is given to any such director, 


the excess or the money value of the consideration , as the case may bc, shall, for the 
purposes of that section , be deemed to have beon a payment made to him by way of 
compensation for loss of office , or as consideration for retirement from offico , ot in 
connection with such loss or retirement. 


(3) References in sections 247, 248 and 249 to payments made to any director of a 
company by way of compensation for loss of office , or as consideration for retirement 
from office , or in connection with such loss or retirement, do not include any bona fide 
payment by way of damages for breach of contract or by way of pension in respoct of 
past services, and for the purposes of this sub -section the expression " pension " includes 
any superannuation allowance , superannuation gratuity or similar payment. 


(4 ) Nothing in sections 248 and 249 shall be taken to prejudice the operation of any 
tulo or law requiring disclosure to be made with reped to any such payments as arc 
therein montioned or with tcspect to any other liko payments made or to bo mado to 
the directors of a company . 


Directors with unlimited liability 


251. (1) In a limited company , the liabllity of the directors or of any director or Directors , 
manager may , if so provided by the memorandum , bo unlimited . 

etc ., with 

unlimited 
(2 ) In 4 limited company in which the liability of a director, or manager is lability 
unlimited , the directors , and the manager of the company, and the member who to limitod 
proposes a person for appointment to tho office of director, or manager, shall add to company . 
that proposal a statement that the liability of the person holding that office will be 
unlimited ; and before the person accepts the office or acts therein , notice in writing that 
his liability will be unlimited , shall be given to him by any one of the following 
persons, namely , the promoters of the company , its directors , or manager, if any, and its offices. 


( 3) If any director, manager or proposer makes a default in adding such a statement, 
or if any promoter, director, manager or officer of the company makes a default in 
gi ing such a notice, he shall be punishablc with finc which may extend to ton 
thousand rupees and shall also be liable for any damage which the person so appointed 
may sustain from the default ; but the liability of the parson appointed shall not be 
affocted by the default . 


(4) A limited company may , if so authorised by its articles, by a special resolution , 
alter its memorandum so as to render unlimited the liability of its directors or of any 
director or manager. 


(5) Upon the passing of any such special resolution , the provisions thercof shall be 
48 valid as if thoy had boch originally contained in the memorandum : 


Provided that no alteration of the memorandun making the liability of any of the 
officers referred to in sub -soction (1) unlimited shall apply to such officer, if he was 
holding the office from before the date of the alteration , until the expiry of his thon 
tert , unlos ho has accorded his consent to his liability becoming unlimited . 
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CHAPTER III 


A . Net profit, depreciation , Investments , loans, etc. 


252. ( 1) In computing for the purposes of sections 155 and 242 , the net profit of a 
company in any financial year 


Determina 
tion of 
act 


(a) crodit shall be given for the sums specified in sub-section (2), and crodit shall 
not be given for those spccificd in sub - section (3 ), and 


profit . 


(b ) the sums specified in sub -section (4) shall be deducted , and those spocified in 
sub -section ( 5) shall not be deducted . 


(2 ) In making the computation aforesaid , credit shall be given for the bounties and 
subsidics recived from any Government, or any public authority constituted or 
authorisod in this behalf , by any Government, unless and except in so far as the Central 
Government otherwisc directs. 


(3) In making the computation aforesaid , credit shall not be given for the following 
sums, namely: 


(a ) profit, by way of premium , on shares or debentures of the company , which are 
issued or sold by the company; 


(b ) profit on sale by the company of forfeited shares ; 


(c ) profit of a capital nature including profits from the sale of the undertaking or 
any of the undertakings of the company of of any part thcroof; 


(a ) profit from the sale of any immovablc property or fixed assets of a capital 
nature comprised in the undortaking or any of the undertakings of the company , 
unless the business of the company consists , whether wholly or partly , of buying and 
selling any such property or assets: 


Provided that where thc amount for which any fixed asset is sold exceeds the written 
down value thereof referred to in sub -section (0 ), credit shall be given for so much of 
the excess as is not higher than the difference between the original cost of that fixed 
asset and its written down valuc . 


( 4) In making the computation aforesaid , the following sutns shall be deducted , 
namely : 


(a) all the usual working charges; 


(6 ) directors remuneration ; 


(c) bonus or commission paid or payable to any member of the company s staff, 
or to any cngineer, technician or person employed or engaged by the company , 
whether on a whole-time or on a part - time basis; 


(d) any tax on business profits imposed for special reasons or in special 
circumstances and notified by the Central Government in this behalf ; 


(e) interest on debentures issued by the company; 
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intcrost on mortgages executed by thc company and on loans and advances 
secuted by a charge on its fixed or floating assets; 


(8 ) interest on unsecured loans and advances; 


(h ) expenses on repairs , whether to immovable or to movable property , provided 
the repairs are not of a capital nature ; 


(1) outgoing inclusive of contributions made under clause (e) of sub -soction (1) of 
section 231 ; 


( ) depreciation to the extent specified in section 253 ; 


(k ) thc excess of expenditure over income, which had arisen in computing the net 
profits in accordance with this section in any year which begins at or after the 
cotnmencetgcnt of this Act, in so far as such cxcess has not been deducted in any 
subscquent year proceding the year in respect of which thc pot profits have to be 
ascertained ; 


(1) any compensation or damages to be paid by virtuc of any legal liability 
including a liability arising from a breach of contract; 


(m ) any sum paid by way of insurance against the risk of mooting any lability 
such as is referred to in clause (() ; 


(n ) debts considered bad and written off or adjusted during the year of account. 


(5) In making the computation aforesaid , the following sums shall not be deducted , 
namely : 


43 of 1961. 


(a ) income tax or any other - tax payable by the company under the Income- tax Act , 
1961, or any other tax on the income of the company not falling under clauso ( d ) of 
- sub - section (4 ); 


(b ) any compensation , damages or payments mado voluntarily , that is to say , 
otherwise than in virtuc of a liability such as is referred to in clause (1) of sub 
section (4 ); 


(c ) loss of a capital nature including loss on sale of an undertaking or any of the 
undertakings of thc company or of any part thereof not including any excess referred 
to in the proviso to section 253 of thc written -down value of any agact which is sold , 
discarded , demolished or destroyed ovor its sale proctods or its scrap valuc . 


253 . The amount of depreciation to be deducted in putsuance of clausc () of sub Ascortain 
section ( 4 ) of section 252 shall be the amount calculated with reference to the written - ment of 
down value of the assets as shown by the books of the company at the end of the depreciation 
financial year expiring at the cominchcement of this Act or immediately thereafter and 
at the end of cach subsequent financial year at thc rate specificd in Schedulc m : 


Provided that if any asset is sold , discarded , demolished or destroyed for any reason 
before depreciation of such asset has been provided for in full, the excess , if any , of the 
writton - down valuc of such a set over its sale proccods or, as the case may be , its 
scrap valuc, shall be written off in the financial year in which the asset is sold , 
discarded , demolished or destroyed . 
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254 . (1) No company shall, directly or indirectly , - 


Inter 
corporate 
loans and 
investments , 


(a) make any loan to any body corporate ; 


(6 ) give any guarantce, or provide security , in connection with a loan made by any 
other person to , or to any other person by, any body corporate ; and 


(C) acquire , by way of subscription , purchase or otherwise the securities of any 
other body corporato , 


exceeding sixty per cent. of its pald -up share capital and free reserves, or hundred per 
cent. of its froe rescrvos , whichever is more : 


Provided that where the aggregate of the loans and investmctits so far made , the 
amounts for which guarantcc or security so far provided to or in all other bodios 
corporate , alongwith the investment, loan , guarantoc or security proposod to be made or 
givon by the Board , excocds the aforesaid limits , no investmont or loan shall be mado 
or guarantee shall be given or security shall be provided unless previously authorised by 
a special resolution passed in a gencral meeting : 


Provided further that the notice of such resolution shall indicatc clearly the specific 
limits , the particulars of the body corporate in which the investment is proposed to be 
made or loan or security or guarantec to be given , the purpose of the investment, loan 
or security or guarantee, specific sources of funding and such other details . 


( 2) No loan or investment shall be made or guarantee or security given by the Board 
in pursuance of sub - section ( 1) unless the resolution sanctioning it is passod at a 
meeting of the Board with the consent of all the directors present at the mocting. 


(3) (a ) Every company shall keop a register showing the following particulars in 
respect of every investment or loan made , guarantoc given or security provided by it in 
relation to any body corporate under sub - section (1 ), namely :- - 


(i) the name of the body corporate ; 


(i ) the amount, terms and purpose of the investincnt or loan or socurity of 
guarantee ; 


( iii ) thc datc on which the investment or loạn has bech trade ; and 


( iv ) the date on which the guarantee has been given or security has been provided 
in connection with a loan , 


(b ) The particulars of investment, loan , guarantec or security referred to in clause (a ) 
shall be ontered chronologically in the register aforesaid within sevon days of the 
making of such investment or loan , or the giving of such guarantee or the provision of 
such security . 


( 4) The register referred to in sub -section (3) shall be kept at the registored office of 
the company concerned and 


(a ) shall be open to inspection at such office; and 


(6 ) extracts may be taken therefrom and coples thereof may be required , 


by any member of the company to the same extent, in the same manner, and on 
payment of the samc focs as in the case of the register of metbers of the company ; 
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and the provisions of section 132 shall apply accordingly . 


( 5) Nothing contained in this scction shall apply to any loan modo , aty guarantoe 
given or any socurity provided or any investment made by 


(a ) a banking cotapany , or an insurance company , or a bousing finance company 
in the ordinary course of its business , or a company cstablished with the solo objoct 
of financing Industrial enterpriscs , or of providing Infrastructural facilities ; 


(b ) a company whose principle business is the acquisition of shares , stock , 
dcbcnturts or other securities; 


(c) a private company , walang iba a subsidiary of a public company ; 


(0) If default is made in complying with the provisloss of this section , other than 
sub -section ( 3 ), the company and every officer of the company who is in default, shall 
be punishable with imprisonment which may extend to two years or with finc which 
may extend to fifty thousand rupocs : 


Provided that whate any such loan or any loan in connection with which any such 
guarantct or security has bech given , or provided by the company , has been repaid in 
full, to punishmont by way of imprisonment shall be imposed under this sub -soction, 
and where such loan has been repaid in part, the maximum punishment which may be 
imposed under this sub -section by way of imprisonmont shall be appropriately reduced : 


Provided further that all persons who are knowingly parties to any such contravention 
shall be liable, jointly and sevcrally , to the company for the topaymont of the lonn or 
for making good the semo which the company may havo been called upon to pay by 
virtue of the guarantoc glven or the socurities provided by such company . 


( If default is made in complying with the provisions of sub - soction (3), the 
company , and cvary offioot of the company who ta in default, abell be punishable with 
fine which may cxtend to five thousand rupecs and also with a further finc which may 
extend to five hundred rupees for cvery day after thc first during which the default 
continues . 


Explanation . — For the purposes of this section , - 


(a ) " loan " includes debenturos or any deposit of moncy made by one company with 
mother company , bot being a banking company ; 


(6 ) " fros reserves " means those resorvos which , as per latest auditod balance-shoct 
of the company , arc froe for distribution as dividend and shall include balancc to the 
crodit of the scaurities premium account but shall not include share application moncy . 


255 . Where any provision in the memorandum or articles of a company , or in any 
toolution pasrod in general meeting by , or by the Board , or in an agroomont botwoon 
the company and any other person , whether made before or after thc cominancement of 
this Act, prohibits the roconstruction of the company or its atalgatation with any othor 
body corporate or bodies corporato , cithet absolutely or except on the condition that the 
managing diroctor or manager of the company is appointed or to - appointod as managing 
dircctor or manager of the reconstructed company or of the body corporato resulting 
from amalgamation , as the case may be, shall become vold with effect from the 
commencotront of this Act, or be void , as the case may be . 


Condition 
prohibiting 
reconstruc 
tion or 
amalgama 
tion of 
company . 
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B. Secretary 


Certata 
companies 
to have a 
xocretary . 


256 . ( 1) Every listed public company , and every unlisted public company having a 
paid up sharo capital of one crore rupea or more , shall employ a whole- mc scutotary , 
who shall be . Company Secretary within the meaning of the Company Secretaries Act, 
1980 . 


56 of 1980 . 


(2) A company secretary in wholo- time omployment shall, inter alia , perform the 
following functions , namely: 


(a ) to conveno Board and general moctings as per the directions of the chairman 
of the Board of any diroctor or as directed by the Tribunal as provided in the articles 
of association ; 


(b ) to maintain tht record of the minutes of the mectings of the Board or 
shareholders and to ensure that the minutos book is duly datod and signod by the 
chairman of the mooting; 


(c) to issue certificates teladng to securities and attend to applications for transfers 
or splitting of scrips of issue of duplicato sbatus ; 


(d ) to keep in his custody the company soal and all doods and documents relating 
to property and other documents veating in the company any valuable rights; 


(e ) to obtain approvals from the Board, gonoral meetings, the Government and 
such other authorities as requtrod under the provisions of this Act; and 


attend to any other duty he may be assignod by the Board or any director or 
general body of shareholders . 


(3) For the removal of doubts , it is hcroby declared that no managing a wholo - time 
director of manager shall by virtue of provisions of sub - soction (2 ) be doomed to be 
free of any liability under any other provisions of this Act. 


(4) If a company fails to comply with the provisions of sub-section (1), the company, 
and every officer of the company who is la default, shall be punishable with fino which 
may extend to five hundred rupeas for cvery day during which the default continues. 


(5) Every company not required to enploy a wholo - timo secretary under sub-section 
( 1) and having a pald up share capital of ten lakh rupocs or moto shall attach with the 
Board s report tofatrod to in section 173 , a cortificato from a soctotury in wholo - timo 
practice in such form and subjoct to such conditions as may be proscribed as to wbothat 
the company has compliad with all tho provisions of this Act or not. 


C. Manager 


Provisions 
respocting 
managar . 


257 . (1 ) No company, shall, after the commencobont of this Act, appoint or employ , 
any fim , body corporato or association as its managot. 


(2) No company shall , after the commencement of this Act, appoint or employ, a 
continue the appointment or cmployment of, any person as ito manager wbo 


(a ) is an undischarged insolvent, or has at any time within the procoding five yours 
been adjudged an insolvent; of 


(b ) suspends, or bas at any time within the preceding five years suspended , 


20 / LS / R - 19- B 
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payment to his creditors ; or makce , or bas at any time within the procoding five years 
made , a composition with them ; or 


(c) is , or has at any time within the preceding five years boon , conviclod by a 
Court in India of an offence involving moral turpitude . 


( 3) The Contral Governmentmay, by notification , remove the disqualification Inanod 
by any person by virtue of clausc (a ), clause (b) of clausc (c) of sub -acction (1), either 
generally or in relation to any company or companies specified in the notification . 


(4) No company shall , after the contacncement of this Act, appoint or cmploy any 
person as managa , if he is cither the manager or the managing director or wbolo - time 
director of any other company , except as providod in sub -section ( 5) . 


(5) A company may appoint of employ a person as its manager , if ho is the managor 
or managing diruotor or the wholc - timno director of one , and not more the ono , othck 
company : 


Provided that such appointment or amploytnent is made of approved by a resolution 
passed at a meeting of the Board with the consent of all the directors present at the 
moeting , and of which meeting and of the tosolution to be moved thatout, specific 
notice has been given to all the directors that in India . 


(0 ) Tho manager of a company may , subject to the provisions of acction 155, roootvo 
remuneration cither by way of a monthly payment, of by way of a specified porcentage 
of the " net profits" of the company calculated in the manner laid down in soctions 252 
and 253 , or partly by the one way and partly by the other : 


Provided that cxcept with the approval of the Contral Governthont auch rotucration 
shall not axcocd in the aggregatc five per cent. of the net profits . 


(7 ) The provisions of soctions 220 and 246 shall apply in relation to tho manage of 
a company as they apply in relation to a managing director tharoof. 


(8 ) The provisions of this socdon shall not apply to a private company unless it is a 
subsidiary of a public company . 


CHAPTER IV 


POWERS OF CENTRAL GOVERNMENT TO REMOVE MANAGERIAL PERSONNEL 

FROM OFFICE ON THE RECOMMENDATION OF THE TRIBUNAL 


258 . (I) Where in the opinion of the Central Government there are circumstancos Reference 
suggesting -- 

to Tribunal 

of ausos 
(a ) that any person concomod in the conduct and managemont of the affairs of against 
company is or has bocn in connection thetowith guilty of fraud , mifcasunce , managerial 
persistent negligence of default in carrying out his obligations and functions under the pasonnel 
law , or breach of trust; or 


(b ) that the busincas of a company is not or has not boon conducted and managed 
by such pason in accordance with sound business principlos or prudent commercial 
practices; or 


(c ) that a company is or has been conducted and managod by such person in a 
manner which is likely to CALLSC , ot has caused , scrious injury or damage to the 
Interest of the trade , industry or business to wbich such company pertains; of 
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(d ) that the busineas of a company is or has been conducted and managed by such 
person with intent to defraud its creditors, motbots or any other persons or otherwise 
for a fraudulent or unlawful purpose in a manner prejudicial to the public interest, 


the Central Government may state a CABC against the person aforesaid and refer the 
satne to the Tribunal with a request that the Tribunal may inquire into the case and 
focord a decision as to whether or not such person is a fit and proper person to hold 
the office of director or any other office connocted with the conduct and management 
of any company. 


(2) Every casc under sub-section (1) shall be stated in the form of an application 
which shall be presented to the Tribunal. 


(3 ) The person against whom a case is referred to the Tribunal under this section 
shall be joined as a respondent to the application . 


(4) Evety such application 


(a ) shall contain a concise statement of such circumstances and materials as the 
Central Government may consider Decorsary for the purpose of the inquiry , and 


(b ) shall be signed and verified in the manner laid down in the Code of Civil 
Procedurc , 1908 , for thc signature and verification of a plaint in a suit by the Central 
Government. 


5 of 1908 . 


(5) The Tribunal may at any stage of the proceedings allow the Central Governacnt 
to alter or amend the application in such manner and on such terms as may be just, 
and all such alterations or amendments shall be made as may be nocessary for the 
purpose of detormining the real questions in the inquiry . 


(0) The proceedings before the Tibunal shall be summary in nature and tho Tribunal 
shall be required to cnquire into the existence of facts justifying the prima facie casc 
and shall determine whether the facts and the information justify the reliefs claimed in 
the applloution . 


Interit 
order by 
Tribunal. 


259. (1) Wheto during the pendency of a case before the Tribunal it appears 
pocossary to the Tribunal so to do in the intcrest of the members or creditors of the 
company or in the public interest, the Tribunalmay on the application of the respondent 
or on its own motion , by an order 


(a ) direct that the respondent shall not discharge any of the duties of his office 
until furthor ondors of the Tribunal; 


(6 ) appoint a sultable person in place of the respondont to discharge the duties of 
the office held by the tespondent subject to such terms and conditions as the Tribunal 
may specify in the ordor, and 


(c) grant any other relief which the Tribunal may consider just and appropriate so 
to do . 


( 2 ) Every person appointed under clauc (b ) of sub - section (1 ) shall be docmod to be 
a public servant within the meaning of soction 21 of the Indian Penal Code . 


45 of 1860 . 
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262 At the conclusion of the hearing of the caso, tho Tribunal shall record its Deotalon 
docislou stating therein specifically as to whether or not the respondent is 1 fit and of the 
proper person to hold the office of director or any othor office concoted with tho Tribunal 
conduct and management of any company . 


261. (1 ) Notwithstanding any other provision contained in this Act, the Central 
Government shall by ardar , rcmovc frota office any diroctor, or any othet patson 
concorned in the conduct and management of the affairs , of a company , against whom 
there is a decision of the Tribunal under this Chapter. 


Powa of 
Control 
Govotinent 
to temove 
matngartal 
personnel 
on the bands 


(2 ) The person fizinst whom an order of rotoval from office is made under this 
section still not bold thc office of a diroctor or any other offioc conected with the 
conduct ard management of the affairs of any company during a period of fivo yoars 
from the date of the order of removal: 


Tribunal s 
dochaion . 


Provided that the Central Goverment may , with the provlog concutronco of the 
Tribunal, permit such person to hold any such office before the expiry of the said 
period of five years . 


( 3 ) Notwithstanding anything contained in any other provision of this Act a any other 
law or any contract, momorandum or articles , on the removal of a potron from the 
office of a director of, as the case may be , any other office connectod with the conduct 
and management of the affairs of the company, that person shall not be entitled to , or 
be paid , any compensation for thc loss or termination of office . 


(4 ) On the removal of a person from the office of a director or , as the case may be , 
any other office connected with the conduct and management of the affairs of the 
company, the company may , with the previous approval of the Central Government, 
appoint another person to that office in accordance with the provisions of this Act. 


CHAPTER V 


COMPROMISES , ARRANGEMENTS AND RECONSTRUCTION 


262 . In sections 263 and 266 , 

(a ) thc expression " company " means any company liablo to be wound up under 
this Act; 


Intapro 
tation 


(b ) the expression " arrangement" includes a reorganisation , reduction of the share 
capital of the company by the consolidation of shatos of different clasic , or by the 
division of shares into Bharos of different classes or, by both thosc methods; or by 
adopting any of the methods or by reduction of tho share capital refered to in claucs 
(a), (b ) and (c) of section 82; 


(c) unsecured creditors who may have filed suits or obtained docrocs shall be 
docmod to be of the samo class as other unsocured croditors . 


263 . (1) Where a compromise or arrangement is proposed 

Powa to 

compromiso 
(a ) between a company and its creditors or any class of them ; or 

or make 

arengo 
(b ) between a company and its members of any class of them , 

monts with 

creditoto 
the Court may , on the application of the company or of any croditor a member of the end 
company , or, in the case of a company which is being wound up , of thc Liquidator, momben . 
order a meeting of the croditors of class of creditors , of of tho motobots or class of 
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members , as the case may be, to be callod, held and conducted in such manner as the 
Court directs : 


Provided that the Court may dispense with the moeting of crediton or any class of 
them of members of any class of them of all the creditors of all the creditors of any 
class of the motubers holding tot less than onc per cent of the voting power or 
members in any class holding one per cent of the total voting power, as the case may 
be , by an affidavit, confirm their consent to the compromise or artangonent: 


Provided further that the Coutmay, at its discretion , waive the roquirement of notices 
to be issued to the creditors or any class of them for such meeting so long as specific 
noticos are sent to all the creditots and a general notice is issued by a publication in 
ono English and one vcmacular newspaper, circulating at the place where the company s 
tegistored office is located . 


one is pere noe meda 
We 
the creditors 
, the Cound 
up. 


( 2 ) If a special resolution is passed by the creditors, or class of creditors , or members, 
or class of members , as the case may be , present and voting other in person ot , where 
proxies are allowed under the rulos made under section 452 , by proxy , at the mocting , 
agtoo to any compromise of artangctnent, the compromise or arrangement shall , if 
sanctionod by the Court , be binding on all the creditors, all the creditors of the class 
and all the members, or all the members of the class as the case may be , and also on 
the company , or in the case of a company which is being wound up , on the Liquidator 
and contributorics of the company : 


Providod that no order sanctioning any compromise of arteagement shall be made by 
the Court unlows the Court is satisfied that the company or any other person by whom 
an application has boon mado indor sub -section (1 ) has disclosed to the Court , by 
affidavit or othcrwise , all material facts relating to the company , such as the latest 
financial position of the company, the latest auditors report on the accounts of the 
compatry , the pendency of any investigation proceedings in relation to the company 
under scotions 192 to 207 , and the like . 


(3) An order made by the Court under sub -section (2 ) shall have no effect until 4 
certified copy of the order bas been filed with the Registrar. 


(4) Every copy of the manorandum of the cotapany issued after the certified copy of 
the order has been filed as aforesaid or in a case of a company not baving the 
memorandum , cvety copy 80 issued of the instrument constituting or defining the 
constitution of the company shall disclose bricf particulars of the order made by the 
Court and containod in statement to the effect that full text of tho order would be 
available to overy member or creditor requiring the same. 


(5) I default is made in complying with sub -section (4), the company , and every 
officer of the company who is in dofault, shall be punishablc with fine which may 
extend to one thousand rupocs for cach copy in respect of which default is mado . 


(6 ) The Court may , at any time after an application has been made to it under this 
section , stay thc commencement or continuation of any suit or proceeding against the 
company on such terms as the Court thinks fit, until the application is finally disposed 


of. 


( 7) An appcal shall lic from any order made by a Court exorcising original 
jurisdiction under this section to the Court cmpowered to bear appeals from the 
decisions of that Court, or if moie than one Court is so empowered , to the Court of 
inferior jurisdiction . 
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(8 ) The provisions of sub -sections (3) to (0 ) shall apply in relation to the appellate 
order and the appeal as they apply in relation to the original andor and the application . 


264. (1) The Court whilo acting under the powots confotrod by this Chapter, shall, if Power of 
it is considered nccessary to obtain expert opinion on any matter, for the dotermination Court to 
of any question arising under this Chapter , issuc Commisions consisting of such experts besuo Com 
in the field of law , Accountancy , ocopotolas , matragement or other subjoots and tofor missions 
that question to that Commiasion in the prescribed manner to give its expert opinion on for obtal 
the matter . 

ning expert 

opinion . 
( 2 ) The Court while determining any question absing under this Chapter shall take the 
opinion tondered by the Comission appointed anda sub - soction (1 ) into consideration . 


265 . (1) Where a High Court makes an order under soction 263 sanctioning A 
cotapromise or an arrangement in respect of a company , it 


(6 ) shall have power to supervise the carrying out of the compromise of 
arrangement; and 


Powa of 
High Court 
to onforoc 
comptoti 
88 and 

trenge 
monts. 


(b ) may, at tho time of making such order or at any time theroaftor, glve such 
directions in rogard to any matter or make such modifications in the compromise or 
Arrangement As It may consider nocovary for the proper working of the compromiso 
or Attangement. 


(2 ) If the Court aforesaid is satiktiod that a compromic of Athangement motioned 
under section 263 cannot be workod satisfactorily with or without modifloations , it may , 
oither on its own motion at on the application of any person interested in tho affairs 
of the company , make an order winding up the company , and such an order shall bo 
doctnod to be an order made under section 289 . 


266 . ( 1) What a meeting of creditoto or any class of creditots , or of members or any Information 
class of members , is called undet doction 263,-- 

as to 

compromi 
(a ) with cvery notice calling the meeting which is sent to a creditor or member, ses or 
thote shall also be sont a scheme of compromise or arrangomont and a statemont arrango 
actting forth the terms behoof and axplaining its effect, and in particular, stating any monts with 
material intotests of the directors , managing diroctor, at manager of the company, coditors 
wbother in thor capacity such or as mambeto or auditors of the company or and 
otherwise, and the offoot on thoso interests , of the compromise or arrangement, if, and members . 
In so far u , it is different from the effect on the like Interests of other persons ; and 


(b ) ha overy notlet calling the moeting which is given by the advertisement, thoto 
shall be included olthet arch a scheme as aforosald or a notification of the place at 
which and the manner in which creditors or genbotu entitled to attend the mooting 
may buspoct of obtain coples of such a schemo as aforesaid . 


( 2) Where the compromise or arrangetoont affocts the rights of dobenture holders of 
the company , the said schemo shall give the Uke information and axplanation as 
Toppoot the trustee of any dood for securing the issue of the dobontures as it is 
roqutrod to give a rompects the company s directors . 


(9) Where a notice given by advertisement includes a notification that copies of a 
schemac sotting forth the terms of the compromise or arrangement proposed and 
axplaining its offoot can be obtained by croditors of members entitled to attend the 
mooting , overy croditor or moaber so entitled shall, on making an application in the 
momor Indicatod by the potico , be furnished by the company , free of charge , with a 
copy of the schemos 
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( 4) Where default is made in complying with any of tho roquirements of this soction , 
the company, and every oftloor of the company who is in default, shall be punishable 
with fine which may extend to five thousand rupees ; and for the purpose of this sub 
poction any Liquidator of the company and any trustoc of a dead for socuring the issuo 
of debentures of the company shall be doctnod to be an officer of the company : 


Provided that a person shall not be punishable under this sub - section if luc shows that 
the default was due to the refusal of any other person , being a director, managing 
director, manager or trusted for debenture bolders, to supply the necessary particulats as 
to his material interests . 


(5) Every diroctor , managing director, or manager of the company , and every trustco 
for dobeature boldots of the company , shall give notice to the company of such matter 
relating to himself as may be pocossary for the purposes of this soction ; and if bc fails 
to do so , hc shall be punishable with fine which may extend to five thousand rupood . 


Provisions 
for facili 


tating 


267 . (1) Where an application is made to the Court under soction 263 for the 
sanctioning of a compromise or arrangement proposed between a company whether or 
not aich company is a scheduled undertaking within the tcaning of the Industries 
(Developtrent and Regulation ) Act , 1931, and any such personas as are mentioned in that 
poction , and it is shown to the Court, - , 


65 of 1951. 


reconstruc 
tion and 
amalgama 
don of 
companies . 


(a ) that the compromise or arrangement has been proposed for the purposes of, at 
in connection with , scheme for the roconstruction of any company or companies, or 
tho amalgamation of any two or more companies; and 


(b) that under the scheme the whole or any part of the undertaking, property or 
liabilities of any company conocrood in the schone (in this soction cofarrod to w a 
" transforor company " ) is to be transferred to another company in this soction refertod 
to as the " transferee company " ), 


the Court may, cithar by the ordet sanctioning the compromise of arrangement of by a 
subsequent onder, make provision for all or any of the following taattors , namely : 


() the transfer to the transferoe company of the whole or any part of the 
undertaking, proporty or liabilities of any transferor company ; 


( ii ) the allotment of appropriation by the transfcree company of any shares , 
debentures , policlos , or other like Interests or any other consideration in that company 
which , under the compromiso or arrangement, are to be allotted or appropriatod by 
that company to or for any person ; 


(iii ) the contimation by or against thc transferee company of any legal procoodings 
pending by or against any transferor company, 


( iv ) thc diasolution , without winding up , of any transfcror company ; 


(v ) the provision to be trade for any person who , within such time and in such 
mannot as the Court directs , dissent from the compromise or arrangement; and 


(vi) such incidental , consequential and supplemental matters as are necessary to 
socure that the roconstruction or amalgamation shall be fully and effoctively carried 


out: 


Provided that no compromise or arrangement proposed for the purposes of, or in 
connection with , a scheme for the amalgamation of a company , which is boing wound 
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up , with any other company or companies, shall be sanctioned by the Court unless the 
Court has receivod a toport from the Tribunal or the Rogtattar that the affatts of the 
company have been conducted in a manner prejudicial to the interests of its mambots 
or to the public interest: 


Provided further that po order for the dissolution of any transfavor company under 
clause (iv) shall be made by the Court unless the Company Liquidatot hes, on statiny 
of the books and papers of the company , mado a report to the Court that the affairs of 
the company havo Dot boon conducted in a manner prejudicial to the intorests of its 
members or to the public intotost. 


(2) Where an order under this section provides for thc transfer of way proporty or 
Habilities , then , by virtuo of the order, that property shall be transferred to and vast in , 
and those labilities shall be transferred to and become tho Ilabilities of, the transferoo 
company , and in the case of any property , if the order so dirocts , freed from any charge 
which is , by virtue of the compromise or arrangement, to cresc to havo cffcct. 


(3 ) Within thirty days after the making of an order under this soction , cvery company 
in relation to which the order is made shall cause a cartifiod copy thoroof to be filed 
with the Registrat for registration and where default ia mado in cotaplying with the 
provision of this sub - section , the company , and every office of the company wbo is in 
default, shall be punishable with fine which may extend to five hundred rupoos . 


( 4 ) In this section , 


(a ) " property" includes property, rights and powers of every description ; and 
" liabilities " includes duties of every doncription ; 


(0 ) " transferco company" does not include any company other than a company 
within the meaning of this Act, but " transferor company includes any body corporate , 
whether a company within the meaning of this Act or not. 


(5) The Court shall give notice of cvory application made to it under section 263 or 
this soction to the Contral Governacht, and shall take into consideration the 
representations, if any, made to it by that Government before passing any ondor undor 
any of these sections. 


268 . ( 1) Whore a scheme of contract involving the transfer of shares or any class of Power and 
shares in a company (in this section reforrod to as " the transforor company " ) to another duty to 
company (in this section referred to as " the transferee company "), has, within four acquiro 
months after the making of the offer in that behalf by the transferee company , both shares of 
approved by the holders of not less than ninc -tenths in value of the shores whooo sharchokdots 
transfer is involved (other than sharcs already held at the date of the offor by , or by a dionting 
nomine for , the transferos company or its subsidiary ), the transfetoo company may , at from 
any time within two months after the expiry of the said four months, give notice in the schotdo or 
proscribed manner to any disscnting shareholder, that it dostres to acquire his sharos; contract 
And whon such notice is given , the transferde company shall, unloss on an appllaation approved 
made by the diasonting shareholder within one month from the date on which the notioc by majority . 
was given , the Court thinks fit to order othorwise, be chtitlad and bound to acquire 
those shares on the terms on which , under the schend or contract, the shares of the 
approving shareholders are to be transferrod to the transferoc company: 


Provided that where shares in the transferot company of the same class as the shares 
whose transfer is involved and already held as aforosaid to a valuo greater than onc 
tonth of the aggregate of the valucy of all the shares in the company of such clan , the 
forcgoing provisions of this sub - scation shall not apply , unless 
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( a ) the transferee company offers the samc torms to all holders of the shares of 
that class (other than those already held as afortsaid ) whose transfer is involved ; and 


(b ) the holders who approve the scheme or contract, besides holding not less than 
nine -tenths in value of the shares (other than those already held as aforesaid ) whoso 
transfer is involved , are not less than three- fourths in number of the holders of those 
shares . 


(2 ) Where , in pursuance of any such schome of contract as aforesaid , shares, or shares 
of any class , in a company are transferred to another company of its nomince , and 
those shares togethor with any other shares or any other shares of the same class , as the 
case may be , in the first-mentioned company held at the date of the transfer by , or by 
a pominee for , the transferee company or its subsidiary comprise pine-topths in value of 
the shares , of the shares of that class, as the case may be, in the first-mentioned 
company , then , - 


(a ) the transferee company shall , within one month from the date of the transfor 
(unless on a previous transfer in putsuance of the scheme or contract it has already 
complied with this requircmont). give notice of that fact in the prescribed manner to 
the holders of the remaining shares or of the remaining shares of that class, as the 
case may be , who have not asscnted to the scheme of contract; and 


(b ) any such holder may , within three months from the giving of the notice to him , 
require the transferee company to acquire the shares in question ; 


and where a shareholder gives notice under clause (b ) with respect to any shates, the 
transferee company shall be entitled and bound to acquire those shares on the terms on 
which , under the scheme or contract, the shares of the approving shareholders wert 
transferred to it , or on such other terms as may be agreed , or as the Court on the 
application of either the transfered company or the sharcholder thinks fit to ordor . 


(3 ) Where a notice has been given by the transforec company under sub -section (1 ) 
and the Court has not, on application made by the dissenting shareholder, made an 
order to the contrary , the transferee company shall , on the expiry of one month from 
the date on which the notice has been given , or, if an application to the Court by the 
dissenting shareholder is then pending, after that application has been disposed of, 
transmit a copy of the notice to the transferor company together with an instrument of 
transfer executed on behalf of the shareholder by any person appointed by the transferoc 
company and on its own behalf by the trapsforce company , and pay or transfer to the 
thansferor company the amount or other consideration representing the price payable by 
the transferec company for the shares which , by virtuc of this section , that company is 
antitled to acquire ; and the transferor company shall 


(a ) thereupon register the transferee company as the holder of those sbares, and 


(b) within one month of the date of such registration , inform the disscoting 
shareholders of the fact of such rogistration and of the roceipt of the amount or other 
consideration representing the price payable to them by the transferee company : 


Provided that an instrument of transfer shall not be required for any share for 
which a sbaro warrant is for the time being outstanding . 


( 4) Any sums received by the transferor company under this section shall be paid into 
a separate bank account, and any such sums and any other considoration 80 roceived 
shall be held by that company in trust for the several persons entitled to the shares in 
respect of which the said sums of other considerations worc respectively reccivcd . 
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( 5) (a ) The following provisions shall apply in relation to every offer of scheme or 
contract involving the transfer of shares or any class of shares in the transforor 
company to the transfertc company, namely : 


(1) octy such offer or every circular containing such offer or every 
recommendation to the maombers of the transferor company by its directors to accopt 
such offer shall be accompanied by such information as may be prescribed ; 


( ii ) cvery such offer shall contain a scheme by or on behalf of the transferoc 
compaty, disclosing the steps it has taken to ensure that necessary cash will be 
available ; 


(iii) cycry circular containing or recommending acceptance of, such offer shall be 
presented to the Registrar for registration and no such circular shall be issued until it 
is so registered ; 


( iv ) the Registrar may rofuse to register any such circular which docs not contain 
the information required to be given under sub - clause (1) or which sets out such 
information in a manner likely to give a false impression ; and 


(v) an appeal shall lie to the Court against an order of the Registrar refusing to 
register any such circular . 


(b ) Whocver issuas a circular referred to in sub - clausc (iii) of clause (a ) which has 
not boct registerod , shall be punishablc with fine which may extend to five hundred 
rupoos . 


(0 ) In this section , - 


(a ) " disscnting sharcholdor" includes a shareholder who has not asscnted to the 
scheme of contract and any sharcholder who has failed or refused to transfer his 
shares to the transforzo company in accordance with the scheme or contract; 


(6 ) " transforor company" and " transferee company " shall have the same moanings 
As in section 267. 


( 7 ) In relation to an offer made by the transferoc company to shareholdats of the 
transferor company before the commencement of this Act, this soction shall have 
offoct, - 


( a ) with the substitution , in sub -soction (I ), for thc words " the shares whose 
tratusfor is involved (other than shares alrcady held at the date of the offor by , or by 
a nominee for, the transfcroc company or its subsidiary )," of the words " thc sharos 
affected " and with the omission of the proviso to that sub -section ; 


(b ) with the omission of sub - section (2 ); 


( c ) with the omission in sub -section ( 3 ) of the words " togethot with an instrutmont 
of transfer executed on behalf of the shareholder by any person appointed by tho 
transferco company and on its own behalf by the transforoc company " and of the 
proviso to that ab- soction ; and 


(d ) with the omission of clause (b ) of sub -section (5) . 
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269 . (1) In the event of an acquirot or person acting in concert with such acquirer 
boooming rogbatcred holders of ninety - fivo per cent. or moro of the issuod equity share 
capital of a company (including any hybrids or derivatives or sharcs carrying different 
voting rights ) ot, in the event of any person or group of persons becoming nincty - fivo 
per cont, majority or holding nincty - fivo per cont of the houed cquity share capital of 
a company by virtue of an amalgamation , sharc axchange conversion of scaurities of for 
any other reason , such acquirar, person or group of persons , as the caso may be , shall 
notify the company in which ninety -five per cont. or more of the insuod equity share 
capital is held of their intention to buy the tomaining oquity shatos of the company . 


(2 ) Tho acquirer , person or group of persons holding majority in accordance with sub 
doction ( 1) may make an offer to the minority shareholders of equity sbatos of the 
compaty for buying the equity shares held by such shareholders at a price dctorminod 
In accordance with tho rules mado by the Central Government. 


(3) Without prejudice to the foregoing provisions of this scction , the minority 
shareholders of the company may also requtro the majority sharobolders to purchase the 
minority oquity sharcholding of the company at a prico determined in accordance with 
the rules made by the Central Government. 


( 4) The right of roqutrlag a purchase out either by the majority or by the minority 
constituted in accordance with sub -scction (1), in accordance with the provisions of sub 
soctions (2) and (3 ) shall apply to all companies and the rules referred to therein shall 
extend to private companies and unlisted public companies for non -markotable equity 
shares . 


(5) In the event of a purchase under this section, whether wholly or partially , the 
company shall be constitutod as a transfer agent for roceiving and paying the price to 
the shareboldat delivoring the shares , and as agent for taking delivery of the shatos and 
delivering such shares to the majority , as the case may be . 


(0 ) In the absence of a physical delivery of sharos , in the event of a purchase at the 
instance of the majority , the share certificatos may be cancelled and the company shall 
be authorised to issuo duplicato share certificates and completing the transfer in 
accordance with law and make paymont of the price out of any doposit by the majority 
in advance to thc minority by despatch of such payment undor registered post 
acknowlodgmont due to thoit last known address. 


the event of a majorith the company , for any shaministrators or assignete 


( ) In the event of a majority shareholdot toquiring a full purchase and making 
payment of price, by deposit with the company , for any shareholdor or shareholders 
who hayc diod or ceased to cxist, or whose heirs, succc8sots, administrators or assignoos 
have not boon brought on record by transmission , the right of such sbarcholder to make 
an offer for sale to minority equity shareholding, shall continue and be availablo for a 
period of throo years from the date of majority acquisition or majority shareholding , 


Power of 270 . (1) Where the Contral Government is satisfied that it is essential in the public 
Central interest that two or more Government companics or one or more of the departments of 
Government the Government and a Government company should amalgamate , thon , notwithstanding 
to provide anything containod in sections 267 and 268 but subject to the provisions of this soction , 
for amalga - the Central Governinent may , by order notified in the Official Gazette , provide for the 
mation of amalgamation of thosc companies of departments into a single company with such 
companies constitution ; with such property , powes, rights , interests , authorities and privileges; and 
in thc with such liabilities, duties, and obligations; as may be specified in the ordet. 


public 


interest. 


(2 ) Thc order aforesaid may provide for the continuation by or against the transfotoc 
company of any legal proceedings pending by or against any transfator company or 
dopartment and may also contain such consequcntial , incidental and supplomantal 
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provisions as may, in the opinion of the Central Government, be nocomsary to give 
cffect to the amalgamation . 


(3) Every mombor or auditor (including a dobenture boldor) of each of the companion 
of departments beforo the amalgamation shall bavo , 48 acarly as may be , the game 
Interest in or rights against the company resulting from the amalgamation as he had in 
the company of which he was originally a trotuber of creditor; and to thc extont to 
which the interest or rights of such mombet or croditor in or against the company 
resulting from the amalgamation arc less than his interest in or Hghts against the 
original company , he shall be entitlod to compensation which shall be addowed by such 
authority as may be prescribod and every such anscesmont shall be published to tho 
Official Gazetto . 


(4 ) The compensation so assessed shall be paid to the member or croditor con cottod 
by tho company resulting from the amalgamation . 


( 5) Any person aggrieved by any Assessment of compensation made by the proscelbod 
authority under sub -section (3) may , within thirty days from the date of publication of 
such ansonstnent in the Official Gazotto , profer an appeal to thc Tribunal and thereupon 
the assessment of the compensation shall be mado by the Tribunal. 


(6) No order shall be made under this section, unloos 

(a) a copy of the proposed order has been sent in draft to cach of the companies 
or departments concerned ; 


(b ) the time for preforring an appeal under sub -section (5) has expired , of where 
any such appcal has bocn profarad , the appeal has been finally disposed of; and 


(c ) the Central Government bas considered , and made such modifications, if any , 
in the draft ordot as may seem to it desirable in the light of any suggestions and 
objoctions which may be received by it from any such company within such period 
as the Central Government may fix in that behalf, not being loss than two months 
from the date on which the copy aforesaid is roccived by that company, or from any 
class of shareholders therein , or from any creditors or any class of creditors theroof. 


(7) Copics of cvery order made under this soction shall, As soon as may be after it 
has been toado , be laid before both Houses of Parliament 


271. The books and papers of a company which has been amalgamated with, or Preservation 
whose shatos have been acquired by , another company under this Chapter shall not be of books 
disposed of without the prior permission , of the Central Government and before granting and papers 
such permission , that Government may appoint 4 potson to examino tho books and of amalga 
papers or any of thom for the purpose of ascertaining whether they contain any matod 
cvidence of the commission of an offence in connection with the promotion or company . 
formation , of the management of thc affairs , of the first-mentioned company or its 
amalgamation or the acquisition of its shares . 
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CHAPTER VI 


PREVENTION OF OPPRESSION AND MISMANAGEMENT 


A. Powers of Tribunal 


272 . (1) Any member of a company who has a complaint, 


Relief in 
CASCS of 
oppression 
and mis 
manage 
mopt. 


(a ) that the affairs of the company are being conducted in a manner prejudicial to 
the public interest; or in a manner oppressivo to , member or meinbers ( including any 
one or more of themsolvos ); or 


(b ) that the affairs of a company are being conducted in a manner prejudicial to 
the interests of the company ; or 


(c) that a material chango (not being a change brought about by , or in the interests 
of, any creditots including debenturc holders , or any class of shareholders , of tho 
company ) has taken place in the management or control of the company, whether by 
en alteration in its Board , or manager , or in the ownership of the company s sharos , 
or if it has no shart capital, in its membership , or in any othor mannot whatsoever , 
and that by toason of such change , it is likely that the affairs of the company will be 
conducted in a manner prejudicial to the public interest or in a manner projudicial to 
the interests of the company, 


may apply to the Tribunal for an order under this soction , provided such members have 
a right so to apply , under sub - section (4 ). 


(2) If, on any application made under clause (a ) of sub-section (1), the Tribunal is 
of the opinion 


(a ) that the company s affairs are being conducted in a manner prejudicial to tho 
public interest or in a manner opprossive or projudicial to any member or members ; 
and 


(b ) that to wind up the company would unfatrly prejudice such member of 
mombers , but that otherwisc thc facts would justify the making of a winding up order 
on the ground that it was just and equitable that the company should be wound up , 


the Tibunal may , with a view to bringing to an coil the mattas complained of, mako 
such order as it thinks fit. 


( 3) If, on any application made under clause (b ) or clause (c ) of sub -section (I), the 
Tribunal is of the opinion that the affairs of the company are being conducted as 
aforesaid or that by teason of any material change as afortsaid in the Managemont or 
control of the company, as the case may be , it is likely that the affairs of the company 
will be conducted as afortsaid , the Tribunal may , with a vlow to bringing to an end or 
preventing the matters complained of or apprehended , make such order as it thinks fit. 


(4) The following members of a company shall have the right to apply under this 
section , namely :-- 


( @) in the case of a company having a share capital, not less than one hundred 
motnbots of the company of not less than one-tonth of the total nutnbet of its 
mombots , whichever is loss, or any member or membets holding not less than oto 
tenth of the issuod share capital of the company, provided that the applicant or 
applicants have paid all calls and other sums duc on their shares ; 
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(b ) in the case of a company not having a share capital, not less than one - fifth of 
the total number of its members . 


(5 ) For the purposes of suh-section (1), where any share or shares are held by two 
or more persons jointly , they shall be counted only as onc momber. 


(0 ) Where any members of a company are entitled to make an application by virtuo 
of sub -section (4 ), any one or more of them having obtainod the consont in such form 
As may be prescribed , may make the application on behalf and for the benefit of all of 
them . 


(7 ) The Central Government may, if in its opinion that circunstances cxist which 
make it just and equitable so to do , authorise any member of members of the company 
to apply to the Tribunal under this section , notwithstanding that the requirements of 
clause (a ) or clause (b ), as the case may be , of sub -section (4 ) arc not fulfillod . 


(8 ) The Central Government may , before authorising any member or members as 
aforesaid , require such mctabor or members to give sccurity for such amount as the 
Central Government may doem reasonable , for the payment of any costs which the 
Tribunal dealing with the application may ordor such mcthbet or members to pay to any 
other person or persons who are parties to the application . 


(9) The Tribunal shall give notice of every application made to it under this section 
to the Central Governitacnt, and shall takc into consideration the representations, if any, 
made to it by that Government before passing final order . 


( 10 ) Without prejudice to the generality of the powers of the Tribunal under this 
section , any order under sub -section (2 ) or sub -section (3 ) may provide for 


(a ) the regulation of the conduct of the company s affairs in futute; 


(b ) the purchase of the shares or interests of any members of the company by 
other members thereof or by the company ; 


(c ) in the case of a purchase of its shares by the company as aforesaid , the 
consequent reduction of its share capital; 


(d ) the termination , setting aside or modification of any agrocmont, howsocver 
arrived at, betwcon the company on the one hand , and any of the following persons , 
on the other, namely : 


(i) the managing director, 


( ii) any other director , and 


(iil ) the manager, 


upon such terms and conditions as may, in the opinion of the Tribunal bc just and 
cquitable in all the circumstances of the CASC ; 


(c ) the termination , setting aside or modification of any agrtctnont betwech the 
company and any person not referred to in clause ( d), provided that no such 
agreement shall be terminated , set aside or modified except after duc notice to the 
party concerned and provided further that no such agreement shall be modified except 
aftet obtaining the consent of the party concemed ; 


) the setting aside of any transfor, delivery of goods, payment, cxocution or 
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other act rolating to property made or done by or against the company within three 
months before the date of the application under this section , which would , if mado 
or done by or against an individual, bo doctod in his insolvency to bo a fraudulent 
preferenco ; 


(8 ) appointment of tocoivot; 


(h ) any other matter for which in the opinion of the Tribumal it is just and 
aquitable that provision should be made . 


( 11) Ponding the making by it of a final order under this soction the Tribunal may, 
on the application of any party to the proccoding, make any interim ordet which it 
thinks fit for rogulating the conduct of the company s affairs , upon such torms and 
conditions as appear to it to be just and quitable. 


(12 ) If any person , managing diroctor or any other director, or manager of a company, 
who has not bocn implondod as a respondent to any application under this section 
applies to be added as a respondent thatoto , tho Tribunal shall , if it is satisfiod that 
thore is sufficient cause for doing so , direct that he may be added as a respondent 
accordingly . 


( 13) In relation to an application under this section and sections 367 to 371, shall 
apply in such form as may be prescribed . 


(14 ) Thc Contral Government may also itself apply to tho Tribunal for an order under 
this section or causc an application to be made to the Tribunal for such an order by 
any person authorised by it in this behalf . 


Effoct of 
alteration 
of memo 
randutn or 
articles 
of company 
by ordor 
under 
soction 
272 . 


273 . (1 ) Whero an arder undor soction 272 make any alteration in the momorandum 
or articles of a company , then , notwithstanding any other provision of this Act, the 
company shall not have powor, excopt to the extent, if any, permittod in the ordot , to 
make without the leave of the Tribunal any alteration whatsocver which to inconsistent 
with the ordor, cither in the memorandum or in the articlos . 


(2 ) Subject to the provisions of sub -section ( 1), the alterations made by the order 
sball, in all respects , have the same effect as if they had boon duly made by the 
company in accordance with the provisions of this Act; and the said provisions shall 
apply accordingly to the motnotandum or articles as so altered . 


(3 ) A certificd copy of every order altering or giving leave to alter a company s 
memorandum or articles , shall within thirty days after tho maling thereof, be filed by 
the company with tho Rogistrar who shall registar the same. 


( 4) If default is made in complying with the provisions of sub -soction (3 ), the 
company , and overy officer of the company who is in dofault , shall be pumishable with 
finc which may extend to fifty thousand rupees . 


274 . (1) Whore an order made under section 272 terminates, acts aside, or modifics 
an agreement such as is referred to in clause ( ) of clatec ( e) of gub -soction (10 ) of 
that section , 


Consoqucd 
cog of 
termination 
or modifi 
cation of 
certain 
agrooments. 


(a ) the order shall not give rise to any claims whatever against the company by 
Any person for damages or for componsation for loss of offico or in any other respost, 
cither in pursuance of the agrootuent or otherwiso; 


(b) no managing or other diroctor, or manager whose agreement is so terminated 
or set asldc shall, for a period of five years from the date of the order terminating or 
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sotting aside the agreement, without the leave of the Tribunal be appointed or act, as 
the managing or other director , or manager of the company . 


( 2 ) (a ) Any person who knowingly acts as a managing or other director, or managar 
of a company in contravention of clause (b ) of sub - scction ( 1); and 


(6 ) every other director or every director, as the case may be, of the company, who 
is knowingly a party to such contravention , 


shall be punishable with imprisonment for a torm which may extend to one year, ot 
with fine which may extend to fifty thousand rupecs, or with both . 


(3 ) No leave shall be granted under clause (b ) of sub -section ( 1) unless notice of the 
intention to apply for leave has been served on the Contral Government and that 
Government has been given an opportunity of being heard in the mattet . 


B . Powers of Central Government 


275 . (1) Notwithstanding anything containod in this Act, the Central Government may Powers of 
appoint such number of persons as the Tribunal may , by order in writing, spocify as Govothtoont 
bcing necessary to effectively safeguard the interests of the company , or its shareholders to provent 
of the public interest to hold office as directors thereof for such period , not excoeding opprosslon 
threc ycats on any one occasion , as it may think fit, if tho Tribunal on a referenc or mismane 
made to it by the Central Government or on an application of pot less than one hundred gemont. 
members of the company or of the members of the company bolding not less than one 
tenth of the total voting power therein , is satisfiod , after such inquiry as it dooms fit to 
make , that it is pecessary to make the appointment or appointments in order to prevaht 
thc affairs of the company being conducted cither in a manner which is oppressive to 
Any members of the company or in a manner which is prejudicial to the interests of the 
company or to the public interest: 


Provided that in licu of passing an order as aforesaid , the Tribunal may, if the 
company has not availed itself of the option given to it under section 217 , direct the 
company to amend its articles in the mather provided in that section and make fresh 
appointments of directors in pursuance of the articles as so amended , within such timc 
As may be specified in that behalf by the Tribunal. 


(2 ) In case the Tribunal passos an order under the proviso to sub -section (1 ), it may, 
if it thinks fit, direct that until new directots att appointed in pursuance of the order 
aforesaid , such number of persons as the Tribunal may , by order, specify as being 
necessary to effectively safeguard the interests , of the company , or its shareholders of 
the public interest, shall hold office as additional directors of the company and on such 
directions , the Central Government shall appoint such additional directors . 


(3 ) For the purposes of reckoning two- thirds or any other proportion of the total 
number of directors of the company , any director or directors appointed by the Central 
Government under sub -section (1) or sub - section ( 2) shall not be taken into account. 


(4 ) A person appointed under sub - section (1) to hold office as a director or a porson 
directed under sub -section (2 ) to hold office as an additional director , shall not be liable 
to determination by retirement of directors by rotation ; but any such director of 
additional director may be removed by the Central Government from his office at any 
time and another person may be appointed by that Government in his place to hold 
office as a director or, as the case may be , an additional director. 


(5 ) No change in the Board made after a person is appointed a directed to hold 
office as a director or additional director under this section shall, so long as 
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much director of additional director holds office, havo offect unless confirmed by the 
THbunal. 


(0 ) Notwithstanding anything contained in this Act or in any other law for the timo 
bcing in force , whore any potson to appointed by the Central Governinent to hold office 
As director or additional director of a company in pursuance of sub -section (1 ) or sub 
soction (2 ), the Central Government may tosuo such diroctions to the company as it may 
consider necessary or appropriate in rcgard to its affairs and such directions may 
include diroctions to tomovo an auditor already appointed and to appoint another auditor 
in his place of to alter the articles of the company , and upon such diroctions boing 
given , the appointment, tonoval of alteration , as the casc may bc , shall be docthod to 
have come into offoct as if the provisions of this Act in this bohalf have boon compliod 
with without requiring any further act or thing to be donc . 


(7 ) The Central Government may require the persons appointed as directors of 
Additional directos in pursuance of sub - section (1) or sub -section (2 ) to report to the 
Central Government from time to time with regard to tho affairs of tho company . 


Power of 
THbunal to 
picvent 
change in 
Board of 
directots 
Hkoly to 
affoct 
company 
prejudi 
clally . 


276 . (I) Where a complaint is made to the Tribunal by the managing diroctor or any 
other diroctor, or the manager , of a company that 4g 4 rosult of a change which has 
taken place or is likely to take place in thc ownership of any shares hold in the 
company , a change in the Board is likely to take place which ( if allowed ) would affoct 
prejudicially thc affairs of the company, the Tybunal may , if satisfied , after such 
inquiry as it thinks fit to make that it is just and proper so to do , by order, direct that 
no rosolution passicd or that may be passod or no action taken or that may be taken to 
offoct a change in the Board after the date of the complaint shall havo offoct unless 
confirmed by the Tribunal; and any such order shall have effect notwithstanding 
Anything to the contrary containod in any other provision of this Act or in the 
mototandum or articles of the company , or in any agreement with , or any rosolution 
passed in a gcncral mooting of the company or by the Board . 


(2 ) The Tribunal shall have power when any such complaint is recotved by it, to 
make an interim order to the effect sct out in sub -section (1 ), bofoto taking or 
completing the inquiry aforesaid. 


( 3) Nothing contained in sub-sections (1) and (2) shall apply to a privato company , 
unless it is a subsidiary of a public company. 


CHAPTER VII 


MISCELLANEOUS PROVISIONS 


Contracts where company is undisclosed principal 


Contracts 
by agents 
of company 
in which 
company is 
undisclosod 
principal 


277. (1) Every person , being the manager or other agent of a public company or of 
a privato company which is . subsidiary of a public company , who ontots into a 
contract for or on behalf of the company in which contract the company is an 
undisclosed principal shall , at the time of ontering into the contract, mako A 
memorandun in writing of the terms of the contract, and specify theroin the potson 
with whom it is entered into . 


(2 ) Every such person who chters into a contract as aforesaid shall forthwith deliver 
the memorandum to the company and sond coples thcrcof to cach of the diroctors ; and 
such memorandum shall be filed in the office of the company and laid before the Board 
of directors at its next mocting. 


1905 / RS / F - 21- B 


Sec . 2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


195 


(3) If default is made in complying with the roquirements of this scction , 


(a ) the contract shall, at the option of the company , be voidablo As against the 
company , and 


(b ) the potson who enters into tho contract , or every officer of tho company who 
is in default , as the case may bo , shall be punishable with finc which may extend to 
two thousand tupcos . 


Employees securities and provident funds 


278 . (1) Any money or socurity deposited with a company by any of its employoc 
in putsuanco of his contract of service with the company shall be kept or depositod by 
the company within fiftoon days from the date of deposit 


(a ) in a post office savings bank account, or 


Employoos 
scourltios 
to be 
dopositod 
in post 
ottic 
savings 
bank or 
Scheduled 
Bank 


(6 ) in a special account to be openod by the company for the purpose or in a 
schodulod bank , or 


(c) where the company itself is a schodulod bank , in a special account to bo 
opchied by it for the purpose oithct with itself of in any other schedulod bank 


(2) No portion of such moneys or socurities shall bo utilized by the company cxccpt 
for the purposes agrood to in the contracts of service. 


(3) A receipt for moncys deposited with a company by its cinployce shall not be 
doctnod to be a security within the meaning of this soction , and the moncys thomsolvos 
shall accordingly be deposited as provided in sub - section (1 ). 


279 . (1) Where a provident fund has been constituted by a company for its employocs 
or any class of its otploycos , all moneys contributed to such fund (whethet by the 
company or by the employees ) or toocived of accruing by way of intotost or othorwise 
to such fund shall , within fifteen days from the date of contribution , teocipt or acctual, 
As the casc may be, olthet 


Provisions 
applicablo 
to provi 
dant fundo 
of emplo 


yocs . 


(a ) be deposited 


( ) in a post office savings bank account, or 


(il) in a special account to be opened by the company for the purpose in a 
schodulod bank , of 


( ii ) where the company itself is a Scheduled Bank , in a special account to be 
openod by it for the purposo oithor with itself or in any other schedulod banks or 


2 of 1882 . 


(6 ) be invested in the socurities mentioned or referred to in clause: (a) to (e) of 
section 20 of the Indian Thuats Act, 1882 . 


(2 ) Notwithstanding anything to the contrary in the rules of any provident fund to 
which sub -section (1) applies or in any contract between a company and its employece, 
no employąc shall be ontitled to roocive, in respect of such portion of the amount to 
his ctodit in such fund as is invested in accordance with the provisions of sub -soction 
( 1), interest at a rate excooding the rate of intorcat yielded by such investment. 
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( 3) Nothing in sub -section (1) shall affect any rights of an ctoployec under the rules 
of a provident fund to obtain advances from or to withdraw money standing to his 
crcdit in the fund , where the fund is a recognised provident fund within the meaning of 
clausc (38) of soction 2 of thc Income-tax Act, 1961. 


43 of 1961. 


( 4) Where a trust has been created by a company with respect to any provident fupd 
referred to in sub - section ( 1) , the company shall be bound to collect the contribution of 
the employees concerned and pay such contribution as well as its own contributions, 
If any, to the trustees within fifteen days from the date of collection ; but in other 
tcupects , the obligations laid on the company by this section shall devolve on the 
trustees and shall be discharged by them instead of by the company . 


rese 


ts, the obligations within fiftcen dan ontribution as wellcollect the com 


280 . An employec shall be entitled , on request made in this behalf to the company , 
or to th : trustees referred to in sub - section (1 ) of section 279 , as the case may be , to 
Scc the bank s receipt for any money or security such as is referred to in section 278 
or section 279 . 


Right of 
cmployec to 
800 bank s 
receipt for 
moncys or 
socurities 
referred to 
in section 
278 or 279 . 


Penalty for 
contraven 
tion of 
soction 
278 , 279 
or 280 . 


281 . Any officct of a company , or any such trustee of a provident fund as is referred 
to in sub-section (4 ) of section 279 who, knowingly, contravencs , or authoriscs or 
permits the contravention of, the provisions of soction 278 , section 279 or soction 280 , 
shall be punishable with imprisonment for a term which may extend to six months , or 
with finc which may extend to ten thousand rupees . 


PART VII 


WINDING UP 


CHAPTER 1 


PRELIMINARY 


Modes of winding up 


Modes of 
winding up . 


282. (1) Thc winding up of a company may be either 


(a ) by the Court ; or 


(b ) voluntary . 


(2) The provisions of this Act shall , unless otherwise stated , apply to the winding up 
of a company in any of the above modes . 


Contributories 


Definition 
of a 
" contribu 
tory " . 


283 . (1) The expression " contributory" means every person liable to contribute to the 
Assets of a company in the event of its being wound up and includes the holder of any 
sharcs which are fully paid -up . 


(2 ) For the purposos of all proceedings for determining, and all proceedings prior to 
the final determination of, tho persons who are docmed to be contributorics shall include 
any person alleged to be a contributory . 
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( 3) The liability of a contributory shall citate a debt accruing duc from him at the 
time when his liability commenced , but payable at the times specific in calls thede on 
him for cnforcing the liability . 


284 . (1 ) In tho event of a company being wound up, every present and past momber Liability 
shall be liablc to contribute to the assets of the company to an amount sufficient for as contri 
payment of its debts and liabilities and the costs , charges and expenses of the winding butories of 
up , and for the adjustment of the rights of the contributories among themselycs , subjoct present and 
to the provisions of section 285 and subject also to the following qualifications , past 
namely : 

mombots . 


(a ) a past momber shall not be liable to contribute if he has ceased to be a 
member for one year or upwards before the commencement of the winding up ; 


(b ) a past member shall not be liable to contribute in respect of any debt or 
liability of the company contracted after hc ceased to bę a taçmber; 


(c ) no past momber shall be liablc to contributo unless it appears to the Court that 
the present members are unable to satisfy the contributions toquirod to be made by 
them in pursuance of this Act ; 


(d) in the case of a company limited by shares, no contribution shall be required 
from any past or present member cxcccding the amount, if any , unpaid on the shares 
in respect of which he is liable as such member; 


(e) nothing in this Act sball invalidate any provision contained in any policy of 
insurance or other contract where the liability of individual manbers is restricted , or 
where the funds of the company are alonc made liable in fospect of the policy of 
contract; 


as between the claims of any choditor, who is not a procent or past member of 
the company and whose ducs are in the nature of a debt and interest thotein , and any 
claim of past or present member of thc company due to him as such , by way of 
dividends , profits or otherwise , the latter shall not be treatod as a debt of the company 
payable to such a member but no such sum shall be taken into account for the 
purposes of final adjustment of the rights of the contributorice among themselves , 
after all other claims are made; 


(8 ) In the winding up of a company limited by guarantee which has a share 
capital, overy member of the company shall be liable, to contributo in respect of the 
sums unpaid on any shares held by him , as if the company wore a company limited 
by sharos , and also in respect of the amount guaranteed or undertaken to be 
contributed by him to the assets of the company in the evont of its being wound up . 


285. In the home liability is unlimina ordinary merobeshie winding up, a 


285 . In the winding up of a limited company , any director or manager , whether past Obligation 
or present, whose liability is unlimited under the provisions of this Act shall, in addition of directon 
to his liability to contribute as an ordinary member, be liable to make a further and 
contribution as if he were, at the commcnccincnt of the winding up , a member of an managers 
unlimited company : 

whose 

Liability 
Provided that 

uplinitod . 
(a ) a past director or manager shall not be liable to make such further contribution , 
if he has ocased to hold office for a year or more before the commencement of the 
winding up ; 


ng 


198 


THE GAZETTE OF INDIA EXTRAORDINARY 


(PART II — 


(6 ) a past director or manager shall not be liable to make such further contribution 
In tospoct of any debt or liability of the cotapany contractod aftar hc ocased to hold 
office ; 


(c ) subjcot to the articles of the company , a director or manager shall not bo Hablo 
to make aich further contribution , unless the Court dooms it nocorsety to toquire the 
contribution in ordor to satisfy the debts and liabilities of the company, and the costs, 
charges and expenses of the winding up . 


Contribu 
tortes in 
ceso of 
death of 
Motuber. 


286 . ( 1) If a contributory dies either before or after he has been qualified to be as 
such, his legal representativo shall be liablo in due Couso of administration , to 
contributo to the Assots of the company in discharge of his liability, and shall be 
contributorics accordingly . 


(2 ) If the legal representatives make default in paying any trotoy ordetod to be paid 
by thom , proceedings may be taken for administering the estato of the doconsod 
contributory and compelling payment out of the money duo. 


(3) For the purposes of this soction , where the doocaso contributory was a mombor 
of a Hindu Joint family governod by the Mitakshara School of Hindu Law , his legal 
roprosentatives shall be decmod to include the surviving coparcabots . 


287. If a contributory is adjudged insolvent, cither before or after he has boon 
qualifiod is much 


Contribu 
tories in 
case of 
insolvency 
of member. 


(a ) his assignoos in insolvency shall topresont him for all the purposes of the 
winding up, and shall be contributories accordingly , and may be called on to admit to 
proof against the estate of the insolvent, or otherwise to allow to be paid out of his 
aggots In duo couts of law , any monky duc from the insolvent in to poct of his 
Hability to contribute to thc aksts of the company ; and 


(b ) there may be proved against the catate of the insolvent the catimatod value of 
his liability to future calls as well as calls already made . 


288 . If a body corporate which is a contributory is ordered to be wound up , cither 
before or after it has been placed on the list of contributories -- 


Contribu 
tories in 
case of 
winding up 
of a body 
corporate 
which is a 
tombcr. 


(a ) the Liquidator of the body corporate shall represent it for all the purposes of 
the winding up of the company and shall be a contributory accordingly, and hence 
may be called upon to admit to proof against the Assots of the body corporate , or 
otherwiso to allow to be paid out of its Assets in duo course of law , any mopcy duc 
from tho body corporate in respect of its liability to contribute to the assets of the 
company ; and 


(b ) there may be proved against the agsets of the body corporate the estimatod 
value of its liability to future calls as well as calls already mado. 


CHAPTER II 


Winding up by the court 


289 . A company may be wound up by the Court 


Casos in 
which 
company. 
may be 
wound up 
by Court 


(a ) if the company has a paid -up share capital of ten croto tupoes or more and has, 
by a special resolution , resolved that the company bo wound up by the Court; 
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(6 ) If thc number of mombots is reduced , in the caso of e public company , below 
seven , and in the case of a private company, below two; 


(c ) if the company is unable to pay its debts as definod in soction 290 ; 


( d ) if the company is tocommended for winding up by the Board for Industrial and 
Financial Ro- construction or the Appellate Authority for Industrial and Financial 
Reconstruction under the Sick Industrial Companies (Special Provisions) Act, 1985; 


1 of 1986 . 


(e ) if the Court is of opinion that it is just and equitable that the company should 
be wound up . 


290 . A company shall be decmcd to bo unable to pay its dobts 


(a ) if a creditor, by assignment or otherwise , to whom the company is indebtod in 
a sum cxcccding five lakh rupocs then duc , has served on the company , by causing 
it to be delivered at its registered office , by registered post or otherwiac , a demand 
under his hand toquiring the company to pay the sum so due and tho company has 
for thirty days thereafter noglocted to pay the gum , or to socuto or compound for it 
to the roasonablo satisfaction of the creditor, 


Company 
wbon 
docmod 
unablo to 
pay its 
dobts . 


51 of 1993. 


(6 ) if execution or other process issued on a decree or ondor of any Court or any 
Debt Recovery Tribunal or its Appellate Tribunal under the Rocovery of Debt: Duc 
to Banks and Financial Institutions Act, 1993 in favour of a croditor of the company 
is rotutnod unsatisfied in whole or in part; or 


(c ) if it is proved to the satisfaction of the Court that the company is unable to 
pay its debts , and , in determining whether a company is unable to pay its debts , the 
Court shall take into account the contingent and prospoctive liabilition of the company . 


291. ( 1) A potition to the Court for winding up of a company shall be presented , Parsons 
subject to the provisions of soction 286 , section 287 and this soction 

who aun 

potition 
(a ) by the company subject to sub - soction (2 ); or 

for winding 

up . 
(b ) by any creditor of coditors , including any contagont or prospective creditor or 
coditors , scurod creditors or otherwise ; holders of the company s debcntures or their 
trustee ; or 


(c) by any contributory or contributories subject to sub-soction (3); or 

(d) by all or any of the parties spocifiod in clausos (a), (b ) and (c), wbothor 
together of separatoly ; or 


(e ) by the Rogistrat subject to sub - section (5 ) ; or 


by any person authorised by the Contral Government in any caso falling under 
section 199 . 


(2 ) A company shall not present a petition for winding up under this soction unless 
it is accompanied by a statement of affairs of the company in the form and manner 
prescribed under clauso ) of soction 307 , 


(3) A contributory shall not be cntitled to prosont a petition for winding up a 
company unless 
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(a ) cither the number of members is reduced , in the case of a public company , 
below seven, and , in the case of a private company, below two; or. 


(6 ) half the nutnber or more of the shares in respect of which ho is a contributory , 
whether cithet originally allotted to him and registered in his name, for at least six 
months during the eightcon months immodiately bofore the commencemcht of the 
winding up , or have devolved on him through the death of a former boldor. 


(4 ) The loave of the Court shall be obtained before admitting a petition for winding 
up of a company by any contingent or prospectivo creditor, and such leave shall not bo 
granted , - 


(a ) umless, in the opinion of the Court, thote is a prima facie case for winding up 
of the company ; 


(b ) until such security for cost has been given as the Court thinks reasonable. 


( 5) Excopt in the case where he is authorised in pursuance of clausc ) of sub 
soction ( 1), the Registrar shall be entitled to presont a petition for winding up of a 
company only on the grounds specified in clausos (6 ) and (c ) of section 289 : 


Provided that the Registrar shall not present a petition on the ground specified in 
clause ( c ) of section 289 unless it appears to him either from the financial condition of 
the company as disclosed in its balance sheet, or from the report of a spocial auditor 
appointed under section 412 or an inspector appointed under section 192 or section 193 
that the company is unable to pay its debts : 


Provided further that the Registrar shall obtain previous sanction of the Central 
Government to the presentation of the petition on any of the grounds aforesaid , and that 
thc Central Government will not accord its sanction unless the company has been first 
afforded an opportunity of making its representation to the Registrar, if any . 


292 . (1 ) Where a company is being wound up voluntarily, a petition for its winding 
up by the Court may be presented by 


(a ) any person authorised to do so under section 291 subjoct to the provisions of 
that soction ; or 


Right to 
ptosont 
application 
for winding 
up where 
the 
company is 
in the 
process of 
being 
wound up 
voluntarily. 


(b ) the Company Liquidator. 


( 2) The Court shall not make a winding up order on a petition presented to it under 
sub -section ( 1 ) , unless it is satisfied that the voluntary winding up cantiot be continued 
with due regard to the interests of the creditors or contributorics or both . 


293. (1) From thc date of commencement of this Act , " Court" for the purposes of 
winding up of a company shall mcan the High Court having jurisdiction in the State in 
which the registered office of the company is situated . 


Jurisdiction 
of winding 
up Court 
and transfer 
of winding 
up procec 
dings . 


( 2) Thc winding up proceedings of a company pending in the District Courts or 
subordinate Courts on the date of commencement of this Act shall be transferred to the 
High Court . 


(3) The Central Government may , at any time after such commencement, by 
notification , specify that the powers of the Court for the purposes of winding up of a 
company shall be exercised by the Tribunal on and from the date specified in the 
notification : 
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Provided that the winding up proceedings of companies ponding in the High Courts 
on the dates specified in notification shall be transferred to the Tribunal. 


294 . (1) Where, before the presentation of a petition for tho winding up of a company Commonco 
by the Court, a resolution has been passed by the company for voluntary winding up , ment of 
the winding up of the company shall be deemed to have commoncod at the time of thc winding up. 
passing of the resolution , and unless the Court, on proof of fraud or mistake , thinks fit 
to direct otherwise, all proceedings taken in the voluntary winding up shall be deemed 
to have been validly taken . 


(2 ) In any other case , the winding up of a company by thc Court shall be doomed to 
commence at the time of the presentation of the petition for the winding up . 


295 . (1) On hearing a winding up petition , the Court may 

(a ) dismiss it , with or without costs ; or 


Powers of 
Court on 
hoaring 
petition . 


(b ) adjourn the hearing conditionally or unconditionally ; or 


(c) make any interim order that it thinks fit; or 


(d ) make an order for winding up of the company with or without costs, or any 
other order that it thinks fit: 


Provided that the Court shall not refuse to make a winding up order on the ground 
only that the assets of the company have been mortguged to an amoumt equal to or in 
cxcess of those assets , or that the company has no asscts . 


(2 ) Any adjournment under clause (b) of sub -section (1) shall not be more than fifteen 
working days from the date of adjoumment. 


(3 ) Where the petition is presented on the ground that it is just and equitable that the 
company should be wound up , the Court may refuse to make an order of winding up, 
if it is of opinion that some other remedy is available to the petitioners and that they 
are acting unreasonably in secking to have the company wound up instead of pursuing 
that other remedy : 


Provided that the Court shall give reasons for forming such an opinion . 


(4) Where the Court, on a petition presented by any creditor, contributory of the 
Company Liquidator, considers it just and reasonable that the winding up order is 
revoked , it may do so , subject to such directions as may bc deoinod pcccssary , after 
giving an opportunity of hcaring to the petitioner in winding up petition . 


296 . At any time after tho presentation of a winding up petition and before a winding Power of 
up order has bocn made , the company , or any creditor or contributory , may, - 

Court to 

stay or 
( a ) where any suit or proceeding against the company is pending in the Supreme restrain 
Court or in any High Court, apply to the Court in which the suit or procecding is proceedings 
pending for a stay of proccedings therein ; and 

against 

company , 
(b ) where any suit or proceeding is pending against the company in any other 
Court, apply to the appropriate bench of Court, having jurisdiction to wind up the 
company , to restrain further prococdings in the suit or proceedings, 


and the Court to which application is so made may stay or restrain the proceedings 
Accordingly , on such terms as it thinks fit : 
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Provided that there can be no way of proceeding of any suit instituted by any socutod 
creditor either before the presentation of a winding up petition or thoroafter but before 
& winding up order has been made. 


Company Liquidator 


Appoint 
ment of 
Company 
Liquidator . 


297. (1) For the purposes of this Act, so far as it relates to the winding up of a 
company by tho Court, there shall be a Company Liquidator who , 


(a ) may be appointed from a panel of professional firms of chartered accountants, 
advocates , company secretarles , costs and works accountants or firms having a 
combination of these disciplince, which the Central Government shall constituto for 
cach of the High Courts ; or 


(6 ) may be a body corporate consisting of such professionals as may be approved 
by the Central Government from time to time; or 


(c) may be a whole-time or a part-time officer appointed by the Central 
Government: 


Provided that prior to finalising the appointment of the Company Liquidator , the Court 
may give due regard to the vicws or opinion of the sccured croditors . 


(2 ) The terms and conditions for the appointment of the Company Liquidator and the 
remuneration payable to him shall be 


(a) approved by the Court for those covered by clauscs (a ) and (b ) of sub -section 
( 1), subject to a maximum remuneration of five per cent. on the toalisation of sale of 
A88cts ; 


(6 ) approved by the Central Government for thoso covered by clause (c ) of sub 
section ( 1) on tho lines specified in the rules made by the Central Governmont. 


( 3) Where the Company Liquidator is an officer appointed by the Central Government 
under clause (c) of sub -section (1), the Central Government may also appoint, if 
considerod necessary , one or more Deputy Company Liquidators or Assistant Company 
Liquidators to assist the Company Liquidator in the discharge of his functions, and the 
terms and conditions for the appointment of such Company Liquidator and the 
temuneration payable to him shall also be specified in the rules made by the Central 
Governinent from time to time. 


( 4) All roforences to the Company Liquidator in this Act shall be construed as 
reference to the Company Liquidator specified in sub -section (1), or to the Deputy 
Company Liquidator or Assistant Company Liquidator referred to in sub -section (3) . 


Company 
Liquidator 
to be 
liquidator. 


298. (1) On a winding up order being made in respect of a company, the Company 
Liquidator shall become the liquidator of such company . 


(2 ) A liquidator appointed under sub- section ( 1) for a company shall be described as 
thc " Company Liquidator " of the particular company in respect of which the 
appointment has been made. 


Appoint 
mont of 
provisional 
liquidator. 


299 . (1 ) At any time after the presentation of a wlading up petition and before the 
making of a winding up order , the Court may appoint thc Company Liquidator to be 
liquidator provisionally. 
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(2) Where a provisional Liquidator is appointed by the Court , the Court may limit and 
restrict his powers by the order appointing him or by a subsequent orde , but otherwise 
he shall have the same powers as a liquidator, 


( 3) On a winding up order being made, the provisional liquidator shall ocasc to hold 
office as such , and shall become the liquidatot, and liquidator s appointmont shall relato 
back to the date of his appointment as provisional liquidator of the company . 


300 . (1) The liquidator shall conduct the proceedings in winding up the company and 
perform such duties in teference thereto as the Court may impose . 


per omne 


s 


com 


General 
provisions 
Bus to 
Liquidators . 


(2 ) Where the Company Liquidator becomes or acts as Liquidatot, tho fcc of 
remuneration payable under sub -section (2 ) of section 297 shall be treated as a first 
charge on the realisation of the sale of assots of thc company , and shall be paid to the 
liquidator or to the Central Government, as the caso may be . 


301. A roccivot shall not be appointed in respect of assets in the hands of a 
Liquidator exccpt by , or with the leave of, the Court. 


Rooctvor 
not to be 
appointed 
of Assets 


with 


Liquidator . 


302 . (1) The Liquidator on winding up by the Court shall have following power 
with the sanction of the Court, 


Powets and 
functions of 
Company 
Liquidator . 


(a ) to take into his custody or under his control such proporty, assots , actionablo 
claims and books of account, to which the company is entitled to or appears to be 
entitled to , within a period of twenty days from the date of winding up order : 


Provided that the Liquidator or Provisional Liquidator may request the Chief 
Presidency Magistrate or District Magistrate , as the case may be , within whose 
jurisdiction such property , assets , actionablo claims and books of account of the 
company may bo found for assistance in taking possession of the property , Assots , 
actionable claims, books of account and the Chief Presidency Magistrate or the 
District Magistrate may, after giving reasonable opportunity of being board to the 
concerned parties, take possession of such property, effects, actionable claims or books 
of account and deliver possession thereof to the Liquidator or the Provisional 
Liquidator; 


(b) to appoint, as the case may be , valuer , Chartered Surveyor or a Chartered 
Accountant to value the company s Angots within fifteen days after taking into custody 
of property , assct, actionable claim or books of account referred to in sub - clause (a ), 
subject to such terms and conditions specified in the winding up order ; 


(c ) to glve an advertisotuent inviting bids for salc of assets of the company within 
fiftoch days from the date of rocciving valuation report from the valuer , Chartered 
Surveyor, Chartered Accountant referred to in clause (6 ). 


( 2) Any bidder shall deposit the bid with Liquidator or Provisional Liquidatot, as the 
case may be, within forty - five days from the date of advertisement and the Liquidator 
or Provisional Liquidator shall permit inspection of property and assets referred to in 
sub -clausc (a ) of sub - section ( 1) for five days befort closing date of the bid : 


Provided that such bid may be withdrawn within three days before the last day of 
closing the bid . 
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(3) The advertisement referred to in clause (© ) of sub-section (1) shall contain the 
following details , namely: 


( ) the name of the company , address of its registered office, addresses of its 
branches, factorios and plants , if any , and the address where the assets may be 
inspected ; 


( ii ) the last date for submitting bids, which shall not normally exceed nincty days 
from the date of the advertisement; 


( iii) the time during which the premises of the company are open for inspection , 
which shall be normally portnitted upto five days before the last date of submitting 
scaled bids; 


( iv ) the last date for withdrawing any bid which may be extended upto three days 
before the last date of submitting scaled bids; 


(v ) the financial guarantoc which shall be one- half of the value of the bid ; 


( vi ) validity period of the bids, which shall normally not exceed ninety days from 
the last date of subtnitting bids ; 


( vii) the place and date for public opening of the bids; 


(viii) any other terms and conditions of sale by bids. 


( 4) Where the Court has made a winding up order and appointed the Official 
Liquidator or Provisional Liquidatot, as the case may be , there shall be made out and 
submitted to such Liquidatot a statement by the Director, Manager, Socretary of the 
Chief Accounts Officer of the company or by such other persons as the Official 
Liquidator may roquire , within twenty -one days, to submit a statement duly verified by 
an Affidavit indicating therein the following particulars , namely : 


( ) the assets of the company , indicating separately the cash and bank balance , and 
ncgotiable sccurities held by the company and such other assets as may be prescribed ; 


( ii) its debts and labilities; 


( iii) the names and addresses of the creditors , indicating scparately the amount of 
secured and unsccured debts , their value and dates on which they were given ; 


(iv ) the debts due to the company and the names and address of the persons from 
whom such debts are due , and the amount likely to be realised in respect of such 
debts ; 


(v) any other information which may be prescribed . 


(5) Thc costs , if any, in preparing any statement or furnishing any information 
required under sub -section (3 ) may be paid by thc Liquidator and , if so , such cost shall 
be treated as first charge on the sale proceeds of the assets of the company. 


( ) Where the Dircctor, Managing Director , Manager, Secretary or Chief Accounts 
Officer of the company or such of the persons referred to in sub- section (3 ) fail to 
furnish thc statotcnt of affairs of the company required under sub -section (3 ) and 
information in connection therewith , cvcry officer who is in default shall be liable to a 
fine upto rupees one thousand per day for the delay upto five working days and 
thereafter the fine shall increase by otic thousand rupocs per day for every day upto 
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(7 ) If the director, managing director, manager , secretary or Chief Accounts Officer 
of such of thc persons referred to in sub -section (5) fail to furnish the statement of 
information required under sub - section (3 ) within twenty - five days, every such officer 
in default shall be punishable with imprisonmont which may extend to two youts or 
with fine or with both . 


(8) Without prejudice to the powers of the Liquidatots specified in sub- sections (1) to 
( ), the Liquidator in a winding up by the Court shall have power with sanction of tho 
Court , 


(a ) to institute or defend any suit , prosecution, or other legal proceeding , civil or 
criminal, in the namic and on bchalf of the company ; 


(b ) to carry on the business of the company so far as may be nocessary for the 
beneficial winding up of the company; 


(c ) to sell the immovable and movable property and actionable claims of the 
company by public auction or private contract, with power to transfer the whole 
thereof to any person or body corporate, or to sell the same in parcols ; 


(d ) to raise on the security of the assets of the company any money requisito ; 


(e ) to sell the company or any of its undertakings or divisions as a going concer ; 


to scarch for and scize books and papers of the company ; 


(8) to do all such other things as may be nocorsary for winding up the affairs of 
the company and distributing its assets . 


( 9) The Liqudiator in a winding up by the Court shall have power - - 


() to do all acts and to cxccute , in the name and on behalf of the company , all 
doods, receipts and other documents , and for that purpose to use , when necessary , tho 
company s scal; 


( ii) to inspoct the records and returns of the company on the flles of the Registrar 
without payment of any foc; 


( iii) to prove, rank and claim in the solvency of any contributory , for any balance 
against his cstate , and to recolvo dividends in the insolvency , in respect of that 
balance , as a separate debt due from the insolvcnt, and ratcably with the other 
separate creditors ; 


(iv) to draw , acccpt, make and endorse any bill of exchange, hundi or promissory 
pote in the name and on behalf of the company , with the same offoct with respect to 
the liability of the company as if the bill, hundi or promissory pote had been drawn, 
accepted , made or endorsed by of on behalf of the company in the course of its 
business ; 


(v ) to take out, in his official namo, letters of administration to any deceased 
contributory, and to do in his official name and any other act nccessary for obtaining 
payment of any money due from a contributory of his catate which cannot be 
conveniently done in the Damc of the company , and in all such cases , the moncy duc 
shall, for the purpose of cnabling the liquidator to take out the letters of 
administration or recover the money, be deemed to be due to the liquidator himself : 
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Provided that nothing herein empowered shall be deemed to affcct the rights , duties 
and privileges of any Administrator-Genctal; 


( vi ) to appoint an agent to do any business which the liquidator is unable to do 
himself ; 


(vii) to summon mootings of creditors or contributories for the purposo of 
ascertaining facts , resolving disputes and facilitating the process of winding up . 


( 10 ) Notwithstanding anything contained in this section , the Court may , by order , 
provide that the powers referred to in sub- section ( 1) may be cxercised by the 
Liquidator without the sanction or intervention of the Court, subject to the provision that 
the exercise of such powers by the Liquidator shall be subject to the control of the 
Court 


9 of 1963. 


Exclusion 
of cortain 
time in 
computing 
poriode of 
limitation . 


303 . Notwithstanding anything in the Limitation Act, 1963 or in any other law for the 
time being in force, in computing the period of limitation prescribed for any suit or 
application in the name and on behalf of a company which is being wound up by tho 
Court, the period from thic date of commencement of the winding up of the company 
to the date on which the winding up order is made (both inclusivo ) and a period of ono 
year immediately following the dato of the winding up order shall be excluded . 


Provision 
for legal 
Assistance 
to Liqui 
dator . 


304. Thc Liquidator may, with the sanction of the Court , appoint an advocate, 
attorney or pleader entitled to appear before the Court to assist him in the performance 
of his dutios . 


305 . In case the Liquidator is an officer of the Central Government, 


Control of 
Central 
Government 
ovot 
Liquidators 
who are 
officers of 
the Central 
Govern 
tott. 


I of 1956 . 


(a ) tho Contral Government shall take cognizance of the conduct of such 
Liquidatots of companies which are being wound up by the Court, and , if such a 
Liquidator does not faithfully perform his duties and duly observe all the requirements 
imposed on him by this Act or by the Companies Act, 1956 , the rules thereunder , or 
otherwise , with respect to the performance of his duties, or if any complaint is made 
to the Central Government by any ctoditor or contributory in regard thereto , the 
Central Government shall inquire into the matter, and take such action thereon as it 
may think expedient; 


(b ) the Central Government may at any time require any such Liquidator of a 
company which is being wound up by thc Court to answer any inquiry in relation to 
any winding up in which he is engaged , and may , if the Central Government thinks 
fit , apply to the Court to examinc him or any other person on oath concerning the 
winding up ; 


(c ) the Central Government may also direct a local investigation to be made of the 
books and vouchers of such liquidators . 


3:06 . Where the Liquidators are not officcts of the Central Government, the control 
exercisable by the Central Government under section 305 shall be exercised by the 
Court. 


Control of 
Court over 
Liquidators 
who are not 
officers of 
Central 
Govern 
ment. 
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Winding up order 


307. In the winding up order of a company , the Court shall also 

Form and 

content of 
( a ) give the name of the Company Liquidator appointed by it and the terms and winding up 
conditions of his appointment and the temuncration of fee payablo to such Liquidator; order, 


(6 ) specify the terms and conditions of appointment of valuor, chartered surveyor 
or chartered accountant to value the company s Assots within such period not 
exceeding fifteen days after taking custody or control of all properties , offoct, books 
of account or other actionable claims to which the company is , of appoars to be 
entitled to , as may be specified in the order which shall not be after fifteen working 
days from the date of such custody or control. 


308 . Concurrently , with the issue of the advertisement for sale in clausc (e ) of section Advertise 
302, the Company Liquidator shall issue another advertisement in two national daily mont for 
nowspapers and an appropriate regional daily newspaper , which shall stato that a submitting 
winding up order has been passed on the company and shall invito creditors to submit proof of 
to the Company Liquidator their proof of claims, and the last date for such submiasion debt claims. 
which shall nortpally be sixty days from the date of the advertisement, after which no 
furthot claims shall be entertained . 


309 . (1) A report or reports on the estimated valuc of the various assots of and claims Valuation 
due to the company shall be submitted by the Company Liquidator to the Court within report and 
a period not exceeding sixty days from the date on which he took possession or custody financial 
of the properties, assets and books of the company ; and such a report or roports shall teport by 
be confidential, and only be available to the Company Liquidator or the Court , and shall Company 
form the basis for fixing reserve price for such assots and claims for the purposo of Liquidator . 
the sealed bid auction . 


(2) In addition to the requiroment in sub -section (1), the Company Liquidator shall 
propare and submit to the Court, within a period not exccoding forty -five days from the 
dato of posscasion or custody of the cotapany s assets , properties and books of account, 
& provisional financial statemont of the company , which shall contain , amongst othor 
thing8, 


(a ) the amount of capital issued , subscribed and paid - up ; 


(6 ) the estimated value of assets , giving separately particulars of 


(1) cash and negotiable securities, 


(ii) debts due from contributories , 


( iii ) debts due to the company and the names and addresses of the persons from 
whom they are duc , and the amount likely to be realised on this account, 


( iv ) movable and immovable properties belonging to the company, and 


(v) unpaid calls ; 


(c) the estimated value of the liabilitics, giving separately particulars of - 


(1) secured debt of the company and the nature and value of the securities in 
respect of such debt, 
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( ii) unsocured debt of the company , and 


( iii ) other liabilities , including prospective , contingent and contested Habilities . 


(3 ) The report under sub -section ( 2) or any subsequent report may contain the opinion 
of the Company Liquidator as to whether any fraud was committed by any person 
during the promotion of the company or in its course of business or any other mattet 
which he considers cxpedient to bring to the notice of the Court ; and if the Company 
Liquidator states in any report that in his opinion fraud has been comiditted , the Court 
shall have powers to order public examination of the concerned persons under section 
322 : 


Provided that such a procedure of public examination under section 322 docs not 
interfere with the time- bound process of sale of assets . 


Books to be 
kopt by the 
Company 
Liquidator 
and audit 
of his 
accounts . 


310 . (1) The Company Liquidator shall keep , in the manner prescribed , proper books 
in which he shall cause ctrics or minutes to be made of proceeding at mootings and 
of such other matters as may be prescribod , and he shall , at such times as may be 
prescribed but not lass than twice a year, present to the Court, in prescribed form , an 
Account of his receipts and expenses as Liquidator. 


(2 ) Any choditor of contributory may , subject to the control of the Court inspect guch 
books personally or by his agent. 


311. Subject to the provisions of scction 302 , the procedure for conducting a soalod 
bld auction for the sale of assets of the company which is being wound up shall be as 
follows, namely : 


Manner of 
conducting 
the salo 
of assets 
through 
Scaled -bid 
auction 


(a ) Tho bids shall be opened on the day and at the place spocified in the 
advertisement, be sorted and ranked according to the type of assot that bas boen bid 
for, with bids for purchasing all assets as a whole being treated as a single class of 
Assots ; 


(b) The bids which are less than the rescrvod value of the assets as estimated in 
the valuation report or reports shall be rejected ; 


(c ) Subject to clausc (b ), if the highest bid for purchasing all the assets and claims 
of the company as a whole exceeds or is equal to the sum of the highest bid among 
the bids for the parts , then the assets and claims of the company shall be sold as a 
whole to the highest bidder; 


(d ) Subject to clause (b ), if clause (c) docs not hold, then the assets of the 
company shall be sold in part to the highest bidder for cach type of asset ; 


(e) If all bids for any type of assets are less than its reserve price , then such assets 
shall be sold through public auction ; 


) The payment for the winning bids shall be deposited either with the Liquidator 
or to a specified account in a scheduled bank or the Reserve Bank of India as 
notified by the Liquidator within ton days from the date of conclusion of the auction ; 


(8) Falling to abide by the condition in clausc (7) above shall cause the Liquidator 
to anforcc the guarantee which accompanied the scaled bid as in section 307, and 
shall cause the Liquidator to offer to sell such assets to their immediately highest 
bidder at that bidder s price; 


( h ) There shall be no re -advertisement and re- auction , unless the Court has reason 
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to believe that there was olther mis -statements in the advertisement or that the 
procedures laid down under thic Act were not followed . 


312 . Upon completion of sale of assets and upon the proof of payment by the buya , Pową of 
the Court shall confer on such buyor by virtue of the order of sanction by the Court of Court to anfor 
by any other lawful process, appropriate legal ownership rights by transferring such 

Appropriate 
rights and documents therefort , including tenancy , uncncumbered by any liability 

ownanhp 

Hghts uno 
incurred by the company in winding up . 

cambarod by 
provlog HH . 
Iidas to buyant 
in ootata 


General powers of Court in case of winding up by Court 


313 . (I) The Court may at any time after taking a winding up ordet , on the Power of 
application clthet of the Company Liquidator or of any creditot or contributory , and on Court to 
proof to the satisfaction of the Court that all proceedings in relation to the winding up stay 
ought to be stayod , make an order staying the proceedings , cithat altogetbct or for a winding up. 
limited time, on auch terms and conditions as the Court thinks fit . 


(2) A copy of cvery order made under this section shall forthwith be forwarded by 
the company , or otherwise as may be prescribed , to the Registrat , who shall make a 
minuto of the order in his books relating to the company. 


314 . (1) As soon as may be after making a winding up order, the Company 
Liquidator sball settle a list of contributorics, and distinguish between those who aro 
contributorios in their own right and those who are representatives of, or llable for the 
debts of, others , with power to rectify the register of members in all cascs whate 
rectification is required in pursuance of this Art, and shall cause the axects of the 
company to be collected and applied in discharge of its liabilities: 


Settlement 
of list of 
contribu 
torics 
and appli 
cation of 
Assets . 


Provided that, where it appears to thc Court that it shall not be necessary to make 
calls on , or adjust the rights of, contributorica , the Court may dispanso with the 
settlement of a list of contributories , 


(2) In casc of any dispute or objection , the aggrieved person may flle an appeal in the 
Court within the prescribed period and the Court may pass appropriato order after 
hearing the parties . 


315. The Court may , at any time after making a winding up order, roquire any 
contributory for the time being on the list of contributories , and any trustoc , teocivet , 
banker, agent, officer or other employac of the company, to pay, deliver, surrender or 
transfer forthwith , or within such time as the Court directs , to the liquidator , any 
moncy , property or books and papers in his custody or under his control to which the 
company is prima facie cntitled . 


Delivery of 
property to 
liquidator. 


316 . (1) The Court may , at any time after making a winding up order, make an order Payment of 
on any contributory for the time being on the list of contributories to pay , in the debts due 
mamer directed by the order, any moncy due to the company , from him or from thc by contri 
ostate of the person whom he represents , exclusive of any moncy payable by him or the butory and 
cstatc by virtue of any call in pursuance of this Act. 

extent of 

set oft. 
(2) The Court, in making such an order, tay, 


(a ) in the case of an unlimited company, allow to the contributory , by way of sot 
off, any moncy duc to him or to the catatc which he reprodonts, from the company , 
on any independent dealing or contract with the company , but not any money due to 
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him as a momber of the company in respect of any dividond or profit; and 


(6 ) in the case of a limitod . company, make to any director or manager whose 
llability is unlimitod , or to his catato, the like allowance , 


(3) Where all the creditors have been paid in full , aby monoy duc on any account 
whatever to a contributory from the company may be allowed to him by way of set 
off against any subsequent call , 


Powet of 
Court to 
make calls . 


317. (1) The Court may, at any time after making a winding up order, make an order 
for payment of any calls on all or any of the contributories on the list of contributories , 
to the extend of their liability, for payment of any money which the Court considers 
ficcessary to satisfy the debts and liabilities of the company , and the costs , charges and 
expenses of winding up , and for the adjustment of the rights of the contributorios 
among themselves. 


(2 ) An ordor so mado by the Court on a contributory shall bo, subjact to any right of 
appcal, conclusivo evidence that the money , if any, thereby appearing to be duc or 
ordered to be paid is duc , and other pertinent mattors statod in the order shall be takon 
to be truly stated as against all persons and in all proceedings . 


Payment 
into bank of 
moncys duo 
to company, 


318 . ( 1) The court may order any contributory , purchaser or other persons from whom 
any monoy is duc to the company to pay the tnoncy into the public account of India in 
the Reserve Bank of India or a spocified ooctow or no - lien account in any scheduled 
bank instead of to tho Liquidator. 


( 2 ) Any such ander may be enforced in the same manner as if the Court had drocted 
payment to the liquidator. 


(3) All soch moncy (Inoluding bills , hundis , notes and other socurit ) paid or 
delivotod into the Reserve Bank of India of a spocifiod actow or no - licn account of 
any schedulcd commacial bank in the course of the winding up of a company by tho 
Court, shall be subject in all rospocts to the orders of the Court. 


Adjusttaont 
of rights 
of contri 
butorics . 


319. The Court shall adjust the rights of the contributorios among themselves , and 
distribute any surplus atnong tho persons cattled thereto . 


Power to 
order costs . 


320 . The Court may , in the event of the assots being insufficient to satisfy the 
Habilidos , make an order for the paymont out of the arrots , of the costs, charges mod 
axpensos incurred in the winding up , in such order of priority inter se as the Court 
thinks just. 


Powa to 
sutnmon 
persons 
suspected 
of having 
property of 
company , 
etc . 


321. ( 1) The Court may, at any time after the appointment of a Provisional Liquidator 
or the making of a winding up order summon before it any officer of the company or 
person known or suspected to have in his possession any property or books or papers , 
of the company, or known of suspected to be indebted to the company , of any person 
whom the Court dooms capable of giving information concerning the promotion , 
formation , trade, dealings, property , books of papers, or affairs of the company . 


(2) The Court may examinc any officer or person so summoned op oath concorning 
mattets aforesaid , either by word of mouth or on written interrogatorics ; and may , in 
the former casc , reduce his answers to writing and roquire him to sign them . 


(3 ) If agay officer or person so summoned , after being paid of tenderod a reasonablo 
sum for his expenscs , falls to appear before the Court at the time appointed , the Court 
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may cause him to be apprehended and brought before the Court for cxamination. 


( 4 ) If , on his examination , any officer or person so summoned admits that he is 
indebted to the company , the Court may order him to pay to the Provisional Liquidator 
ot, as the case may be , thc Liquidator , at such time and in such mamer as to the Court 
may seem just, the amount by which he is indebted, either in full or in part, with or 
without costs of the examination. 


(5) If, on his examination , any such officer or potson admits that he has in his 
possession any property belonging to the company, the Court may order him to doliva 
to the Provisional Liquidator or, as the case may be , the Liquidator, that property of 
any part thereof, at such time, in such manner and on such terms as to the Court may 
soom Just. 


( ) Ordets made under sub -sections ( 4) and (5) shall be executed in the same manner 
As decrecs for the payment of moncy or for the delivery of property under the Code of 
Civil Procedure, 1908 , respectively . 


5 of 1908 . 


322. (1) When an order has been made for winding up a company by the Court, and Power to 
the Company Liquidator has made a report to the Court under this Act, stating that in order public 
his opinion a fraud has been committed by any petson in the promotion or formation examination 
of the company , or by any officer of the company in relation to the company since its of promo 
formation , the Court may , after considering the report, direct that that parson or officcrtcts , 
shall attend before the Court on a day appoined by it for that purpose , and be publicly director , 
examined on oath . 

etc . 


(2 ) The Company Liquidator shall take part in the exarnination , and for that purpose 
may , if specially authorised by the Court, in that behalf employ such legal assistance as 
may bo sanctioned by the Court. 


( 3) Any creditor or contributory may also take part in the examination , eithor 
personally or by any advocato , attorney or pleader entitled to appear before the Court . 


( 4) A person ordered to be examined under this section 


(a ) shall , before his examination , be furnished at his own cost with a copy of the 
Company Liquidator s report ; and 


(6 ) may , at his own cost , cmploy an advocate , attomey or pleadet entitled to 
appear before the Court , who shall be at liberty to put to him such questions as the 
Court may doom just for the purpose of enabling him to explain or qualify any 
answers given by him . 


( 5) Notes of the examination shall be takon down in writing , and shall be read over 
to or by, and signed by the person examined ; and may thereafter be used in cvidence 
against him , and shall be open to the inspection of any creditor or contributory at all 
reasonable times . 


323 . At any time either before or after making a winding up order, the Court, on Power to 
proof of probable cause for believing that a contributory is about to quit India ot arrest 
otherwise to abscond , or is about to remove or conceal any of his property , for the absconding 
purpose of cvading payment of calls or of avoiding cxamination of thc affairs of the contribu 
company , may causo 

tory . 


(a) the contributory to be arrested and safely kept until such time as the Court may 
order, and 
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(6 ) his books and papers and movable property to be seized and safely kept until 
such time as the Court may order. 


Saving of 
cxisting 
powots of 
Court. 


324 . Any powcts confctrod on the Court by this Act shall be in addition to , and not 
in derogation of, any cxisting powers of instituting proceedings against any contributory 
or dobtor of the company , or the estate of any contributory or debtor, for the recovery 
of any call or other sums. 


Dissolution 
of company . 


325 . (1) When the affairs of a company have been completely wound up , or when the 
Court is of the opinion that the Liquidator cannot proceed with the winding up of a 
company for want of funds and assets or for any other reason whatsoover, and it is just 
and reasonable in the circumstances of the case that an order of dissolution of the 
company should be made, the Court shall make an order that the company be dissolved 
from the date of the order, and the company shall be dissolved accordingly . 


(2 ) A copy of the order shall, within ten days of the date thereof be forwarded by tho 
Liquidator to the Registrar, who shall make in his books a minute of tho dissolution of 
the company 


(3 ) If the Liquidator makes default in forwarding a copy as aforesaid , he shall be 
punishable with fine which may extend to five hundred rupees for every day during 
which the default continues . 


Enforcement of and appeal from orders 


Order made 
in any 
Court to 
be enforced 
by other 
Courts . 


326 . (1 ) Any order made by a Court for, or in the course of, winding up a company 
shall be enforccable at any place in India , otther than that over which such Court bavc 
jurisduction by the Court which would bave bad jurisdiction in respect of the company 
if its registered office had been situate at such other place , and in the same manner in 
all respects as if the order had been made by that Court . 


(2 ) Without prejudice to the provisions of sub - section (1 ), any recovery of debts found 
duc to the company by an order or decision of the Court may , with the loave of the 
Court by which winding up order is passod , be recovorod by the Liquidator in the samo 
manncr as arrears of land rovcnuc , and for that purpose , the Liquidator may forward to 
the Collector, within whose jurisdiction the property of the person against whom any 
order or decision of the Court has been made is situated , 4 cortificate updor his 
signature specifying the amount so duc and the person by whom it is payablo. 


Appeals 
from 
orders . 


327. Appcals from any order mado, or decision given , in the matter of the winding up 
of a company by the Court shall lie to the division bench of the same Court. 


CHAPTER M 


VOLUNTARY WINDING UP 


Resolutions for , and commencement of, voluntary winding up 


328. (1) A company may be wound up voluntarily 


Circum 
stancos in 
which 
company 
may be 
wound up 
voluntarily . 


(a ) when the period , if any, fixed for the duration of the company by the articles 
has expired , or the event, if any , has occurred , on the occurrence of which the articles 
provide that the company is to be dissolved , and the company in gencral meeting 
passes a resolution requiring the company to be wound up voluntarily ; 


(b) if the company passes a special resolution that the company bo wound up 


Sec .2 ) 


Sec. 
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voluntarlly . 


(2 ) In this Act, the axpression " a resolution for voluntary winding up " means a 
rosolution passed under clauso (a ) or clause (b ) of sub - soction (1 ). 


329 . (1) When a company has passed a resolution for voluntary winding up , it shall, 
within ton working days of the passing of the resolution , give notice of the resolution 
by advertisement in a national daily newspaper publishod in English and in the principal 
language of the district in which the registered office of the company is situato. 


Publication 
of resolu 
tion to wind 
up volum 
tarily . 


(2 ) If default is made in complying with sub - soction (1 ), the company , and every 
officer of the copipany who is in default, shall be punishablo with fine which may 
extend to five hundred rupoes for cvery day during which the default continues. 


Explanation . - For the purpoace of this sub -soction , a Liquidator of the company shall 
be doomed to be an officer of the company . 


330. (1) A voluntary winding up shall be deemed to commence frota the date whon Commence 
the resolution for voluntary winding up is passed . 

ment of 

voluntary 
(2) In the case of a voluntary winding up, the company shall, from the winding up. 
cotnmencotent of the winding up , part to carty on its business , except so far as may 
be requirod for the beneficial winding up of such business : 


Provided that the corporate state and corporate powers of the company shall continue 
until it is dissolved . 


Declaration of solvency 


331. ( 1) Where it is proposod to wind up a company voluntarily , its directors, or in Declaration 
Cose the company has more than two diroctots , the majority of the directors , may, at a of solvency 
Inceting of the Board , mako a doclaration verifiod by an affidavit, to tho offcct that they in case of 
have made a full inquiry into the affairs of tho company , and that, baving donc so, they proposal to 
have formed the opinion that the company has no debts , or that it will be able to pay wind up 
its debts in full within such period not oxcooding two years from the commoncctneut of voluntarily , 
the winding up as may be specified in the declaration . 


(2) A declaration made as above shall have no effoct for the purposcs of this Act, 
unlass 


(a ) it is made within the five wecks immediately precoding the date of the passing 
of the resolution for winding up the company and is delivered to the Registrar for 
registration before that datc ; and 


(6 ) it is accompanied by a copy of the report of the auditots of the company 
(propatod , as far as circumstances admit , in accordance with the provisions of this 
Act) on thc profit and loss account of the company for the period commcncing from 
the date up to which the last such account was prepared and coding with the latest 
practicablc date immediately before the making of the declaration and the balance 
sheet of the company made out as on the last-mentioned date and embodied a 
statement of the company s assets and liabilities as at that date . 


in that the 


(3 ) Any director of a company making a declaration under this section without having 
reasonable grounds for the opinion that the company will be ablc to pay its debts in full 
within the period specified in the declaration , shall be punishable with imprisonment for 
a term which may extend to one year, or with fine which may extend to fifty thousand 
rupees, or with both . 


shall be hich may 
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(4) If the company is wound up in pursuance of a resolution passed within the period 
of fiyo weeks aftar the making of the declaration , but its debts are not paid or provided 
for in full within the period spocified in the declaration, it shall be presumod , until the 
contraty is shown, that the director did not have reasonable grounds for his opinion 


(5) A winding up in the case of which a declaration has been made and delivered in 
accordance with this section is in this Act referred to as " a tombers voluntary winding 
up " ; and a winding up in the caso . doclaration has not been so made and delivored in 
this Act is rofarrod to as " a creditors voluntary winding up " . 


Provisions applicable to members voluntcry winding up 


332 . (1) The company in general mocting shall 


Power of 
company to 
appoint and 
fix remuner 
ation of 
Liquidators . 


(a ) appoint one or more Liquidators for the purposc of winding up the affairs and 
distributing the assets of the company ; and 


(b) fix the remuneration , if any , to be paid to the Liquidator or Liquidatora. 


(2) Any remuneration go fixed shall not be increased in any circumstances without the 
sanction of the Tribunal . 


( 3) No Liquidator shall take charge of his office until his remuneration as Liquidator 
is fixed as stated above , 


(4 ) If a vacancy occurs by death , resignation or otherwise in the office of any 
Liquidator appointed by the company , the company in a general mocting may , subject 
to any arrangement with its creditors, fill the vacancy . 


Boerd s 
powers to 
CCAS on 
appoint 
meat of a 
Liquidator. 


333 . On the appointment of a Liquidator, all the powers of the Board and of the 
managing or whole- timc directors and manager, if there be any of these, shall coase, 
except for the purpose of giving notice of such appointment to the Registrar in 
pursuance of section 334 or in so far as the company in genctal mocting or the 
Liquidator may sanction the continuance thereof. 


Notice of 
appoint 
mcat of 
Liquidator 
to be given 


334 . (1 ) The company shall give notice to the Registrar of the appointment of a 
Liquidator or Liquidators made by it under section 332, of every vacancy occurring in 
the office of Liquidator, and of the name of the Liquidator or Liquidatots appointed to 
fill overy such Vacancy under sub -section ( 4 ) of that section . 


(2 ) The above notice shall be given by the company within ten days of the cvent to 
which it relates . 


Registrar. 


(3) If default is made in complying with sub -section (1) of sub- section (2 ), the 
company ( including overy Liquidator or continuing Liquidator), and overy officer of the 
company who is in default sball be punishable with finc which may cxtend to fivc 
hundred rupees for every day during which the default continues . 


335 . (1) Where 


Power of 
Liquidator to 
accept shares , 
otc ., a 
consideration 
for male of 
property of 
company 


( a ) a company ( in this section called " the transferor company " ) is proposed to be, 
or is in course of being, wound up altogether voluntarily ; and 


(b ) the whole or any part of its business or property is proposed to be transferred 
or sold to another company , whether a company within the incaning of this Act or 
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not in this scction called " the transfcrec company " ), 


the Liquidator of the transfcror company may , with the sanction of a special resolution 
of that company conforring on Liquidator either a general authority or an authority in 
teopoct of any particular arrangement 


(1) roccivo , by way of compensation or part compensation for the transfer or 
salo , abarcs , policies, or other like interest in the transforoo company, for 
distribution among the members of the transfator company ; or 


(i ) enter into any other arrangemont whereby tho members of the transferot 
company may , in liou of recolving cash , sharos , policies , or othor liko interests or 
In addition thereto , participate in the profits of, or foceive any other benefit from 
the transfotoo company. 


(2) Any salo or artangotnont in pursuanco of this soction shall be binding on the 
members of tho transfctor company . 


( 3) If any member of members of thc transforor company who did not vote in favour 
of the spocial resolution and who singly at colloctively own not loss than ten pa cent. 
of the paid -up capital of the company expresses dissent therefrom in writing addressed 
to tho Liquidatot, which is left at the registered office of the company within sovet 
days aftor the passing of the resolution , tho Liquidator may citha 


(a ) abatain from 


carrying the resolution into offoct ; or 


(b ) purchase the interest of the disscntets at a prioc to bo dotorminod by agrcoment, 
or by arbitration in the mannot provided by this soction . 


( 4) If the Liquidator clocts to purchase the Interest of the dissenting manbors , tho 
purchasc moncy shall be paid before the company is disvolvad , and be rabod by tho 
Liquidator ha ach manner as may be determined by a social resolution 


26 d 1996 . 


(5) The provisions of the Arbitration and Conciliation Act, 1996 , other than those 
restricting the application of that Act in toopoct of the subjott-matter of the arbitration , 
shall apply to all arbitration in putsuance of this soction . 


336 . (1 ) At any time after the commoncement of winding up , if the Liquktator is of Duty of 
opinion that the company will not be able to pay its dobos in full within the period Liquidator 
stated in the declaration mder section 331 , or that porlod has expired without the debts to call 
having been paid in full , he shall forthwith summon a mooting of thc croditors, and creditors 
shall lay before the moeting a statomnont of the assets and liabilities of the meeting in 
оmраnу . 

caso of 

Insolvency . 
(2) If the Liquidator fails to comply with sub -soction (1 ), he shall be punishable with 
finç which may extend to five thousand rupoos. 


337 . (1) Subject to the provisions of soction 339 , in the event of the winding up Duty of 
continuing for more than one year, the Liquidator shall 

Liquidator 

to call a 
(a ) call a goncral meeting of the company at the end of the first year from the gencral 
commencement of the winding up , and at the end of each cuccooding your, or as soon mooting at 
thereafter as may be convenient within three months from the ond of the year or such the end of 
longer period as the Central Government may allow ; and 

each year. 


(b ) lay before the meeting an account of his acts and dealings and of the conduct 
of the winding up during the preceding year , together with a statement in the 


216 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II 


respect to the 


prescribod form and containing the prescribed particulars with 
prococdings in , and position of, tho Liquidation . 


(2) If the Liquidator fails to comply with sub - section (1), he shall be punishable, in 
respect of cach failure , with finc which may extend to one thousand rupecs . 


Final 
mccting and 
dissolution . 


338 . ( 1) Subject to the provisions of section 339 , As soon as the affairs of the 
company are fully wound up , the Liquidator shall 


( a ) make up an account of the winding up , showing how the winding up has been 
conducted and the property of the company has bocn disposed of; and 


(6 ) call a general meeting of the company for the purpose of laying the account 
before it, and giving any explanation thereof. 


(2 ) The meeting shall be called by advertisctncnt specifying the timo, place and object 
of the meeting and published not less than one month before the mooting in a national 
daily ncwspaper published in English and in the principal language of the district in 
which tho registerod office of the company is situated . 


( 3) Within one wock after the meeting , thic Liquidator shall send to the Registrar 4 
copy of the account and shall makc & return to him of the holding of the meeting and 
of the date thereof; and if the copy is not so scnt or the return is not so made , tho 
Liquidator shall be punishable with fine which may extend to five hundred rupees for 
every day during which the default continucs . 


( 4) If a quorum is not present at the above meeting , the Liquidator shall, in licu of 
the return referred to in sub -section (3 ) make a return that the meeting was duly called 
and that no quorum was present; and upon such a retum being made within one week 
after the date fixed for the mecting, the provision of sub -section (3 ) as to the thaking, 
of the roturn shall be deemed to have been complied with . 


(5 ) The Registrat, on receiving the account and cither the return mentioned in sub 
section ( 3) or the return mentioned in sub - section ( 4 ), shall forthwith register them . 


(0 ) If thc Liquidator fails to call 4 general mccting of the company as required by 
this section , he shall be punishable with fine which may extend to five thousand rupces . 


339 . Where section 336 bas effect, sections 346 and 347 shall apply to the winding 
up , to the exclusion of soctions 337 and 338 , as if the winding up were a creditors 
voluntary winding up and not a members voluntary winding up : 


Alternative 
provisions 
as to 
attual and 
final 
mectings in 
Casc of 
insolvency . 


Provided that the Liquidator shall not be required to call a moeting of creditors under 
soction 337 at the end of the first ycar from the commencement of the winding up , 
unless tho mnccting held undor section 336 has bocu hold more than three months befoto 
the end of that year . 


Provisions applicable to creditors voluntary winding up 


Meetings of 
creditors . 


340 . (1 ) The Company shall cause a mecting of the creditors of the company to be 
called for the day, or the day next following the day , on which there is to be held the 
general meeting of thc company at which the resolution for voluntary winding up is to 
be proposed , and shall cause notices of the meeting of creditors to be sent by post to 
the creditors simultancously with the sending of the notices of the meeting of the 
company . 


(2 ) The company shall cause notice of the mecting of the creditors to be advertised 
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onco at least in a national daily newspaper published in English and in the principal 
language of the district in which the registered office of the company is situatod . 


(3) The Board of the company shall: 


(2 ) CASC u full statement of the position of the company s affairs together with a 
list of the creditots of the company and the estimatod amount of thoir claims to be 
laid before the mecting of the croditors to be held as aforcaald ; and 


(6 ) appoint one of their momber to preside at the said mooting . 


(4) It shall be the duty of the director appointod to preside at the mooting of creditor 
to attend the meeting and presido . 


( 5) If default is made 


(a ) by the company , in complying with sub -sections (1) and ( 2); 


(6 ) by its Bound , in complying with sub - soction (3); 


(c) by any director of the company, in complying with sub -soction ( 4), 


the company , cach of the directors, or the director, as the caro tay be , sball be 
punishable with fine which may oxtend to ten thousand rupees and, in the auto of 
default by the company , overy officer of the company who is in dofault, shall be liable 
to similar punishment. 


341. (1) Notice of any resolution passed at a croditors mooting in pursuance of Notice of 
soction 340 shall be given by the company to the Registrar within ten days of the date resolutions 
of passing of the resolution . 

persod by 

choditors 
(2) If default is made in complying with sub-section (1), the company , and ovey moothing to 
officer of the company who is in default, shall be punishable with fine which may be given to 
oxtend to five hundred rupees for every day during which the dofault continues; and , for Registrar. 
the purpose of this section , a Liquidator of the company shall bo doomed to be an 
officer of the company . 


342. ( 1) Thc art ditors and the company at their rospoctive tootings mentionod in Appoint 
soction 340 may nominate a person to be Liquidator for the purpose of winding up the ment of 
affairs and distributing the assets of the company . 

Liquidator. 


(2 ) If the creditors and the company pominate different persons the person nominatod 
by the company shall be Liquidator , 


( 3) If no person is nominated by the creditors, the person , if any , notninated by the 
company shall be Liquidator . 


(4) If no person is dominated by the company , the person , if any, nominated by the 
creditors shall be Liquidator . 


(5) If 4 vacancy occurs by death , resignation of otherwiso , in the office of a 
Liquidator (othor than a Liquidator appointed by , or by the direction of the Tribunal), 
the creditors in a general meeting , may fill the vacancy . 


343 . The creditors may fix the remuneration to be pald to the Liquidator or 
Liquidators . 


Pixing of 
Liquidatop 
Nanadoo . 
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344 . On the appointment of a Liquidator, all the powers of the Board shall ccasc, 
cxcopt in so far as the croditors in a general meeting may sanction the continuance 
thoteof. 


Board s 
powers to 
COASC om 
appolat 
ment of 
Liquidator. 


Application 
of section 
335 to a 
croditors 
voluntary 
winding up 


345 . The provisions of section 335 shall apply in the case of a coditors voluntary 
winding up as in the case of a membots voluntary winding up , with the modification 
that tho powers of tho Liquidator under that soction shall not be cxcrcised axcept with 
tho sanction of the Tribunal 


346 . ( 1) In the cyant of the winding up continuing for more than one year, the 
Liquidator shall 


Liquidator 
to call 
moctings of 
company 
and of 
creditors 
at oud of 
tch yc . 


(a ) call a general meeting of the company and a meeting of the creditors at the 
end of the first year from the commencement of the winding up and at the end of 
cach succeeding year , or as soon as thercaftor as may be convenient within three 
months from the end of the year or such longer period as the Central Government 
may allow ; and 


(b ) lay before the meetings an account of his acts and dealings and of the conduct 
of the winding up during the preceding year, together with 4 statomont in the 
prescribed form , and containing the prescribed particulars with respect to thc 
proceedings in , and position of, the winding up . 


(2 ) If thc Liquidator falls to comply with sub - section (1 ), ho shall be punishable, in 
respoct of cach failure , with fine which may extend to ten thousand rupecs. 


Final 
meeting and 
dissolution . 


347 . ( 1) As soon as the affairs of the company are fully wound up , the Liquidator 
shall 


(a ) make up an account of the winding up , showing how the winding up has been 
conducted and the property of the company has been disposed of; and 


( ) call a general meeting of the company and a mecting of the creditors for the 
purpose of laying the account before the moctings and giving any explanation thereof. 


( 2) Each such moeting shall be called by advertisement - 


(a ) specifying the time, place and object thcrcof; and 


(b ) publishod pot less than one month before the mocting in a national daily 
newspaper published in English and in the principal language of the district in which 
the registered office of the company is situated . 


( 3) Within one week after the date of the meeting , or if the meetings are not held on 
tho samc date , after the date of the later meeting , the Liquidator shall send to the 
Registrar a copy of the account and shall make a return to him of the holding of the 
moetings and of the date of dates on which they were held ; and if the copy is not so 
scot or the return is not so mado, thc Liquidator shall be punishable with fine which 
may extend to five hundred rupoos for every day during which the default continues . 


(4 ) If a quorum (which shall be two persons for the purposcs of this section ) is not 
present at either of such mootings, the Liquidator shall, in lieu of the return referred to 
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in sub - section (3 ), make a roturn that the mooting was duly called and that no quorum 
was present thercat; and upon such a return boing mado within ono wook after the date 
fixed for the mocting, the provisions of sub - scction (3 ) as to the making of the return 
shall, in respoct of that meeting , be doomed to have bocn complied with . 


( 5) The Registrar , on rcoclving the account and also , in teepoot of cach auch mooting , 
cither the rotutn mentioned in sub- soction (3) or the retum mentionod in sub-soction ( 4), 
shall forthwith reglater thata . 


( ) If the Liquidator fails to call a general moeting of the company of a mooting of 
the creditors as requirod by this soction , he shall be punishable , in respoct of cach such 
failure , with fine which may cxtend to five thousand tupcos . 


Provisions applicable to every voluntary winding up 


348 . (1) Tho Liquidatot may, – 

Powers and 

dutios of 
(a ) in the case of a members voluntary winding up , with the sanction of a spocial Liquidator 
tesolution of the company, and in the caso of a coditor s voluntary winding up , with tn volun 
the sanction of a mocting of the creditors , exorcise any of the powers given by tary winding 
clanscs (a ) to (d ) of sub - scction (1 ) of section 302 to a Liquidator in a winding up up . 
by the Court ; 


(b) without the sanction referred to in clauso (a ), oxercise any of the other powers 
given by this Act to the Liquidator in a winding up by the Court ; 


(c) exercise the powor of the Court under this Act of scttling a list of 
contributories (which shall be prima facie evidence of the liability of the persons 
namod thorrin to be contributorios ); 


(d ) exercise the power of the Court of making calls; 


(@ ) call a goharal mootings of the company for the purpose of obtaining the 
sanction of the company by ordinary or a special resolution , as the casc may require, 
or for any other purpose he may think fit 


(2) Thc Liquidator shall pay the debts of the company and shall adjust the rights of 
the contributories among themselves . 


( 3) When several Liquidators are appointed , any power givon by this Act may be 
exorcisod by such one or more of them as may be determined at the time of their 
appointment, or, in default of such dotettnination , by any member of theto not being loss 
than two. 


349. Any person who gives, or agrocs or offots to give , to any mombot or choditor of Corrupt 
a company any gratification whatevor with a vicw to 

inducomcat 

affecting 
(a ) securing his own appointment or nomination as the company s Liquidator, or appoint 

mont as 
(b ) socuring or preventing the appointment or nomination of somo person other Liquidator . 
that himself , as the company s Liquidator, 


shall be punishablc with fine which may extend to ten thousand rupees . 
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350. (1) If from any causo whatsoever there is no Liquidator acting, the Tribunal may 
appoint any othor person as a Liquidator. 


Power of 
Tribunal to 
appoint and 
romove 
Liquidata 
in volun 
tary winding 
up . 


(2 ) The Tribunal may, on cause shown, remove a Liquidator and appoint any other 
person as a Liquidator in his placo . 


( 3) The Tribunal may also appoint of tomove a Liquidator on the application made by 
the Rogistrar in this bohalf. 


Notice by 
Liquidatat 
of his 
appoint 
mont. 


351. ( 1) Within twenty days after his appointment, tho Liquidator shall publish in a 
national daily newspaper in English and in the principal language of the district in 
which the rogistered office of the company is situated , and deliver to the Registrar for 
registration , a notice of his appointment in the form proscribod . 


(2) If tho Liquidator fails to comply with sub - section (1), he shall be punishable with 
fine which may extend to five hundred tupcos for every day during which the default 
continues . 


Arrango 
ment when 
binding on 
company 
and 
creditors . 


352 . (1) Any arrangement entered into betwocna company about to bo , or in the 
coutzo of being , wound up and its croditors shall , subject to the right of appeal under 
this section , bo bbading on the company and on the creditors if it is sanctioned by a 
special resolution of the company and acceded to by three - fourth in value of the 
creditors . 


(2) Any croditor or contributory may, within twenty days from tho completion of the 
arrangoment, appeal to the Tribunal against it , and the Tribunal may amend , vary , 
confirm or set aside the arrangement. 


353 . (1) Tho Liquidator, any contributory of any choditor may apply to tho Tribunal: 


(a ) to determine any question arising in the winding up of a company ; or 


Power to 
apply to 
Court or 
Tribunal to 
have 
questions 
determined 
of powers 
cxorcisod . 


( ) to oxorcise , as respects the onforcing of calls , tho staying of proocodings or any 
othor matter , all or any of the powers which the Tibunal might cxcrciso If the 
company were being wound up by the Court. 


( 2) The Liquidator or any creditor or contributory may apply to the Court or tho 
THbunal for an order setting aside any attachment, distress or cxocution put into force 
against the estatc or effects of the company after the commcdocment of the winding up ; 
and such an application shall be made cithcr -- 


(a ) to such High Court , If the attachmont, distress or execution is levied or put into 
force by that High Court; or 


(b ) to the Tibunal, if the attachment, distress or execution is loviod of put into 
force by tho Tribunal. 


(3) On an application under sub-section (1) or sub-section (2), 1f the Court or 
Tribunal, as the case may be, is satisfied that the determination of the question or the 
required cxcrcise of power or the order applied for will be just and bencficial, it may 
accede wholly or partially to the application on such torms and conditions as it thinks 
fit , or may make such other order as it thinks just. 


(4) A copy of an order made under this section shall be forwarded by the company 
to the Rogistrar within fourteen days of the date of the order , and the Registrar shall 
makc a minute of the order in his books relating to the company , 
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( 5) Pallure of the company or its Liquidator to comply with sub-scction ( 4 ) shall be 
punjahable with fine which may extend to five hundred rupees fot ovaty day of default. 


354 . The Liquidator may make a roport to the Tribunal stating that in his opinion . 
fraud has bcon committed by any person in the promotion or formation of the company 
or by any officer of the company in relation to the company sinoc its formation ; and 
the Tribunal may , after considering the report, direct that that person or offlocr shall 
attend before the Tribunal on a day appointed by it for that purpose , and be publicly 
cxamined as to the promotion or formation or the conduct of the business of the 
company, or as to his conduct and dealings as officer thotoof. 


Application 
of Liquide 
tor to 
Tribunal for 
publlo 
cxamination 


of 


promoters , 
diroctors , 
etc . 


355. All costs , charges and expenses properly incutrod in the winding up , including 
thc temuncration of tho Liquidatot, shall , subject to the rights of socured croditots, if 
any , be payable out of the assots of the company m priority to all other claims . 


Costs of 
voluntary 
winding up . 


CHAPTER IV 


PROVISIONS APPLKCABLE TO EVERY MODE OF WINDING UP 


Proof and ranking of claims 


356 . In every winding up (subject, in the caso of insolvent companies , to the Debts of 
application in accordance with the provisions of this Act of the law of insolvency), all all descrip 
debts payable on a contingency , and all claims against tho company , present or future , tions to be 
certain or contingent, ascertainod or sounding only in damages , shall be adtnissiblo to admitted 
proof against the company , a just estimate being made , so far as possiblo , of tho value to proof. 
of such debts or claims as may be subjoct to any contingency , or may sound only in 
damages , or for some other reason may not bear a certain valuc . 


357. (I) In the winding up of an insolvent company, the same rules shall prevall and 
be observed with regard to 


(a ) debts provable; 


Application 
of Insolven 
cy rules in 
winding up 
of Insolvent 
companios . 


(b ) the valuation of annuities and future and contingent liabilities; and 


(c ) the respoctive rights of socurod and unsecured creditors; as are in force for the 
time being under the law of Insolvency with respect to the estates of porrons adjudged 
Insolvent 


Provided that, subject to the provislons of soction 358 , the scourity of cvery socurod 
creditor shall be deemed to be subject to a pari passu charge in favour of the workmon 
to the extent of the workmen s portion that it , and , wbero a socured ccditor, instead 
of relinquishing his socurity and proving his debts , opts to realisc his socurity 


(a) the Liquidator shall be entitled to represent the workmen and enforce such 
charge ; 


(b ) any amount realised by the Liquidator by way of anforcement of such chargo 
shall be applied rateably for the discharge of workmen s ducs ; and 


(c) so much of the debts duc to such sccured creditor as could not be realised by 
him by virtue of the foregoing provisions of this proviso or the amount of the 
workmen s portion in his security , whichever is lass, shall rank pari passu with the 
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workomaa s ducs for the putposcs of soction 338 . 


(2 ) All persons who in any such case would be entitled to prove for and roccive 
dividends out of the assets of the company , may come in under the winding up , and 
make such claims against the company as they respectively art entitled to make by 
virtuc of this soction : 


Provided that if a secured creditor instead of relinquishing his security and proving for 
his debts procoods to realise his Bocurity , he shall be liable to pay his portion of the 
axponaos incurtod by the Liquidatot ( including a provisional Liquidator, if any ) for the 
proservation of the socurity before its realisation by the socurod creditor. 


Explanation . For the purposes of this proviso , the portion of expenses incurred by 
the Liquidator for the preservation of a security which the socurod creditor shall be 
Lable to pay shall be the whole of the expenses less an amount which beats to such 
exponoos the same proportion as the workmen s portion in relation to the security bears 
to the value of the socurity . 


( 3) For tho purposes of this section , soction 358 and soction 339 , 


(a ) "workmen ", in relation to a cotopany , means the employocs of the company, 
boing workmon within the theaning of clauso (s ) of soction 2 of the Industrial 
Disputes Act , 1947; 


14 of 1947. 


(6 ) "workthan s ducs" , in relation to a company , means the aggregate of the 
following sums duo from the company to its workmen , namely : — 


( ) all wages or salary including wagos payable but not paid up to the date of 
the winding up ordot (or the winding up tosolution , as tho caso may be ) for time 
of ploce work and salary camned wholly or in part by way of cornmission of any 
workman , in respect of services rondered to the company and any compensation 
payable to any workman , 


(i ) all accrued holiday tomunoration , if any , becoming payable to any workman, 
or in the case of his death to any other person in his right, on the termination of 
his employment beforo , or by the effect of, the winding up order or resolution , 


( ili) unless the company is being wound up voluntarily morely for the purposes 
of troonstruction of of amalgamation with another company , or mless the company 
has , at tho commencemont of the winding up , undor such a contract with insurots 
as is mentionod in soction 14 of the Workmon s Compensation Act, 1923 , rights 
capable of being transferred to and vested in the workman , all amounts duc in 
rospect of any componsation a liability for componsation under the said Act in 
respect of the death or disablement of any workman of the company , 


8 of 1923 . 


(iv ) all ums duo to any workman or any cmployee other than a workman from 
& provident fund , a ponsion fund , a gratuity fund or any other fund for the wolfato 
of the worlama of omployee other than a workman , maintained by the company ; 
and for this purposo, " employees other than workman " will mcan persons cmployod 
with the company drawing such emoluments not cxcooding such sums as may be 
prescribed ; 


(c) "workmen s portion ", in relation to the socurity of any socured creditor of 4 
company , means the amount which bears to the value of the socurity the same 
proportion as the amount of the workmon s ducs beats to the aggregate of 
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= 


(1) the amount of workmen s ducs , and 


( ii) the amounts of the debts due to the socured croditors. 


ILLUSTRATION 


The realisod value of the security of a secured creditor of a company is Rs. 1, 00 , 000 . 
The total amount of the worlamen s dues is Rs. 1,00 ,000. The amount of the debts duc 
from the company to its socured croditors is Rs . 3, 00 , 000 . The aggrogate of the amount 
of workmen s duos and of debts duc to secured crcditors is Rs . 4 , 00 , 000 . Thatofort , the 
workmon s portion of the security is one- fourth of the valuo of the security , that is 
Rs. 25, 000 . 


358 . (1) In the winding up of a company , the oxpcnscs incurtod by , and remuneration 
of, thc Liquidator including tho costs incurred in appointing valuots, chartotod surveyors , 
chartered sccountants , cost accountants, company socrotarios, advertisements and auction 
and other such costs , shall be treated as first charge on tcalization , and shall havo 
priority over all other debts ; this shall also include all expenses of any investigation 
under sections 192 and 193, in so far as those are payablo by the company . 


Overriding 
profaren 
dal 
payments . 


( 2) Subjcct to sub- section (1 ), if there is any residuo from the realisation of the malo 
of the company s assets and debts ducs , then, in the winding up of a company 


( a ) workmen s dues ; and 


(6 ) debts due to secured creditors to the extent such debts rank under clause (c) of 
the proviso to sub-section ( 1) of section 357 pari passu with such ducs , 


shall be paid in priority to all other debts . 


( 3 ) The debts payable under clause ( a ) and clauso (b ) of sub - scotion ( 2 ) shall be paid 
in full, unless the assets are insufficient to meet them , in which case they shall abato 
In equal proportions. 


(4 ) In the cyont of thatc boing a dispute ova workmen s ducs between any 
representative of the sccutod creditors and that of the workmen or tho Liquidator , and 
in casc it is catablishod that the quantutn of workmen s ducs are materially inflated 
(whilc tho claims of secured creditors are not), than 


(a ) the ratio of wages , other omoluments and duos to workmen as per the last 
audited accounts of the company , to the pre - debt default security value of the securod 
assets may be treated as tho proportion of workmen s dues ; and 


(b ) this proportion may be applied in ascertaining the quantum of ovatriding 
preferential paymont to workmc . 


Illustration 


1 . Wages , other cinoluments and benefits ( including company 

provident fund duc to workinen as per last Auditad 
accounts) 


Rs. 5,00 ,000 
Rs. 25,00,000 


2 . Pre -default security value of secured assets 


3. Proportion of workmen s duc (Rs. 5 ,00,000 divided by 

Rs . 25 ,00 , 000 ) 


20 % 
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4 . Value realised after sale of sccured assets 


Rs . 10 ,00 ,000 


5 . Quantum of workmen s due under this section 

(20 % of Rs. 10 , 00 ,000 ) 


Rs . 2,00,000 


Provided that the quantum of workmon s duo arrived at by using the formula given 
in clauso (a ) of this sub - soction does not exceed the claim on account of workmen s 
due which has boon established as materially inflatod ; and , if it doon , the workinen s 
due will be escortained according to that claim and not by the formula . 


Profetontial 
paymonts . 


399 . (1) In a winding up, subject to the provisions of section 338 , thore shall be paid 
in priority to all other debts. 


(a ) all revenues , tazas, ceases and rates due from the company to the Central or a 
State Government or to a local authority at tho mlevant dat as defined in claire ( ) 
of sub - soction ( 8 ), and having booomo duo and payable within the twelve months 
Dext before that date ; 


(b ) all wages or salary ( including wages payable for time or plece work and salary 
carned wbolly or in part by way of commission ) of any amployoc , in respect of 
sorvloos tondoted to the company and duc for a period not excooding four months 
within the twolve months next before the relevant date , subject to the limit spocifiod 
la sub -section (2 ); 


(c ) all accrued holiday romuncration becoming payable to any ctmployoc , or in the 
CASC of his death to any othor petson in his right, on thc termination of his 
employment beforc , or by the effect of, the winding up order or resolution subject 
also to the limit specified in sub -section (2 ); 


(d ) unless the company is being wound up voluntarily merely for the purposes of 
roconstruction or of amalgamation with another company , all amounts due, in respoct 
of contributions payablo during the twelve months next before tho tolevant dato , by 
the company as the employer of any persons, under the Employees Stato Insurance 
Act, 1948, or any other law for the time being in force ; 


34 of 1948 . 


(e) unless the company is being wound up voluntarily mcroly for the purposes of 
roconstruction or of amalgamation with another company , of unless the company has , 
at the commencement of the winding up , under such a contract with insurers as is 
montlonod in acction 14 of the Workmon s Compensation Act, 1923 , rights capable of 
boing transferred to and vestod in the worloman , all amounts duo in respect of any 
compensation or liability for compensation under the said Act in respect of the death 
or disablotcat of any employee of the company; 


8 of 1923 . 


all guts due to any employoc from a provident fund , e pension fund , a gratuity 
fund or any other fund for the welfart of the employoos , maintained by the company , 


( 2) The sum to which priority is to be givet under clauses (6 ) and (c ) of sub -section 
(1 ), shall not, in the case of any one claimant, exccod auch gut as may be notified by 
the Central Governancnt. 


(3) Whore any compensation under the Workmen s Compensation Act, 1923 is a 
wookly payment, tho amount duc in respect thcroof shall , for the purposes of clausc (e) 


8 of 1923 . 
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1 


1 
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of sub - section (1) , be taken to be the amount of the lump sum for which thr, weekly 
payment could , if redeemablo , be rodeemed If the employer made an application for that 
purpose under the said Act. 


(4) Where any payment has bocn made to any employoc of a company , -- 


(1) on account of wages or salary ; or 


(ii) to him , or in the case of his death , to any other person in his right, on account 
of accrued holiday remuneration , 


out of money advanced by some porson for that purpose, the porson by whom the 
moncy was advanced shall, in a winding up , have a right of priority in respect of the 
moncy so advanced and paid , up to the amount by which the sum in respect of which 
the cmployee or other potson in his right, would have been codided to priority in the 
winding up bas bocn diminished by reason of the payment having been made, 


(5) The foregoing debts shall 


(a ) rank equally among themselves and be paid in full, unless the assets are 
insufficient to meet them , in which case they shall abate in cqual proportions ; and 


(6 ) so far as the assets of the company available for payment of general creditors 
are insufficient to moct them , have priority over the claims of holdets of debeatures 
under any floating charge created by the company, and be paid accordingly out of any 
property comprisod in or subject to that charge. 


(6 ) Subjcot to the retention of such sums as may be nocessary for the costs and 
exponses of the winding up , as specified under sub - soction ( 1) of section 358 , the 
forcgoing dobts shall be discharged forthwith so far as the assets are sufficient to moet 
them , and in the case of the debts to which priority is given by clause (d ) of sub 
soction (1 ), formal proof thotcof shall not be required cxccpt in so far as may be 
otherwise prescribed . 


(7) In the event of a landlord or other person distraining or having distrained on any 
goods or effects of the company within three months next before the date of a winding 
up order , the debts to which priority is given by this section shall be a first charge on 
the goods or effects so , distrained on , or the proceeds of the sale thotoof; 


Provided that, in respect of any money paid under any such charge, the landlord or 
other person shall have the satric rights of priority as the person to whom the payment 
is mado. 


(8 ) For the purposes of this section 


(a ) any remuneration in respect of a period of holiday or of absence from work 
through sickness or other good cause shall be decined to be wages in respect of 
services rendered to the company during that period ; 


(b ) the expression " acctued holiday remuticration " includes , in relation to any 
person , all yumns which , by virtue cither of his contract of employment or of any 
cnactment ( including any order made or direction given under any dachment), arc 
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payable on account of the remuneration which would , in the ordinary cousc , huvo 
booome payable to him in respect of a period of holiday , had his employment with 
the company continued until he became cntitled to be allowed the holiday ; 


(c) the expression " ctoployee" does not include a workmayr, and 


(a ) the expression " the relevant dato" means 


i) in the caso of a company ordered to be wound up compulsorily , the date of 
the appointment (or first appointmont) of a Provisional Liquidator, or if no such 
appointment was made, the date of the winding up ordat , unlese in cither case the 
company had commenced to be wound up voluntarily before thet dato ; and 


(II) in any caso where sub -clause () docs pot apply, the dato of the passing of 
the resolution for the voluntary winding up of the company . 


Effect of winding up on antecedent and other transactions 


Praudulent 
preferanco . 


360. (1) Any transfer of property , movablo or immovable, delivery of goods, payment, 
cxocution or other act relating to property made, taken or done by or against a company 
within six months before the comincocement of its winding up which , had it bech 
mado, takon or done by or against an individual within three months before the 
preacntation of an insolvency pctition on which he is adjudged insolvent, would be 
deathod in his insolvency & fraudulent preferonco, shall in the ovat of the company 
boing wound up , be deemed a fraudulent preference of its creditors and be invalid 
Accordingly . 


(2) For the purposes of sub-section (1), the presentation of a petition for winding up 
in the case of a winding up by the Court, and the passing of a tesolution for winding 
up in the case of a voluntary winding up , shall be deemed to correspond to the act of 
insolvency in the case of an individual. 


(3 ) Whore , under sub -section (1), there is a fraudulent preference of a person 
interested in property mortgagod or charged to secure the company s dobt, then (without 
prejudice to any rights or liabilities arising apart from this provision ), the person 
preferred shall be subject to the same liabilities , and shall have the same rights , as if he 
had undertaken to be personally liablo as surety for the debt, to the axtent of the 
mortgage or charge on the property or the value of his interest, whichever is loss; and 
the value of the sald person s interest shall be dotermined as at the date of the 
transaction constituting the fraudulent preference as if the interest were froc of all 
oncumbrances other than those to which the mortgage or charge for the company s dobt 
was then subject. 


(4) On any application made to the Court of the Tribunal with respect to any payment 
on the ground that the payment was a fraudulent preforence of a surety or guarantor, 
the Court or the Tribunal shall have jurisdiction to determinc any questions with respect 
to the payment arising between the person to whom the paymont was made and the 
surety or guarantot and to grant relief in respoct thetoof and , for that purpose , may 
give leave to bring in the airety of guarantot me a third party as in the case of a suit 
for the recovery of the gut paid ; and this shall apply, with necessary modifications, in 
rolation to transactions other than the payment of moncy as it applies in relation to 
payments of money . 
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361 . Any transfe of property , movable or immovable , or any delivery of goods, Avoidance 
mado by # company , not being a transfer or delivery made in the ordinary course of its of voluntary 
business or in favour of a purchaser in good faith and for valuablo consideration , if transfor. 
made within a period of one year beforc the presentation of a petition for winding up 
by the Court or the passing of a resolution for voluntary winding up of the company , 
shall bc void against thc Liquidator . 


362 . Where a company is being wound up, a floating charge on the undertaking or Effect of 
property of the company created within the twelve months next proceding the floating 
comincnocment of the wloding up , shall (unless it is proved that the company, chargc. 
immediately after the creation of the charge was solvent), be invalid cxcept to the 
amount of any cash paid to the company at the time of, or subooquently to the creation 
of, and in consideration for, the charge , together with interest on that amount at the rate 
of five per cent. per annum or such other rate as may for the time boing be notifiod by 
the Central Government in this behalf in the Official Gazette . 


363 . ( 1) Where any part of the property of a company which is being wound up Disclaimer 
consists of - 

of ancrous 

property in 
(a ) land of any tenure , burdened with oncrous covenants ; 

ce of a 

company 
(6 ) shares or stock in companies; 

which is 

being 
( c ) any other property which is unsaloable or is not readily salcablo , by roason of wound up . 
įts binding the possessor thereof either to the performance of any onerous act or to 
the paymont of any sum of money ; or 


(d ) unprofitable contracts , 


the Liquidator of the company may, with the leave of the Court or the Tribunal and 
subject to the provisions of this section , by writing signed by him , at any time within 
throc months after the commencement of the winding up or furthot three months period 
from such time such property has come to his knowledge , disclaim the property . 


( 2) The disclaimer shall operate to determine , as from the date of disclaimer, the 
rights , interest, and liabilities of the company , and the property of the company , in or 
in respect of the property disclaimed , but shall not, except so far as is nocessary for the 
purpose of releasing the company and the property of the company from liability , affect 
the rights or liabilities of any other person. 


(3 ) The Liquidator shall not be cntitlod to disclaim any property in any case whore 
an application in writing has been made to him by any person interested in the property 
requiring him to decide whether he will or will not disclaim , and the Liquidator has 
pot, within a period of fiftoch working days after the receipt of the application , given 
notice to the applicant that he intends to apply to the Court or the Tribunal for Icavo 
to disclaim ; and in casc thc property is a contract, if the Liquidator, after such an 
application does not within the said period or extended period disclaim the contract, ho 
shall be deemed to have adopted it . 


(4 ) The Court or the Tribumal tay , on the application of any person who is , as 
against the Liquidator, entitled to the benefit or subject to the burden of a contract 
made with the company , mako an order rescinding the contract on such terms as to 
payment by or to cither party of damages for the non - perfonnance of the contract, or 
otherwise as the Court or Tribunal thinks just; and any damagos payable under the 
order of any such person may be proved by him as a debt in the winding up . 


( 5) The Court of Tribunal may, on an application by any person who either claims 


228 


THE GAZETTE OF INDIA EXTRAORDINARY 


(Part II 


any taterest in any disclaimed property or is under any liability not discharged by this 
Act in respect of any disclaimed proporty , and after hearing any such potsons as it 
thinks fit, make an order for the vesting of the property in , or the delivery of the 
property w , any person entitled thereto or to whom it may sootn just that the property 
should be delivered by way of compensation for such liability , or a trustee for him , and . 
on such terms as the Court or Tribunal thinko just ; and on any such vesting order being 
tnade , the property comprised therein shall vcst accordingly in the person therein Damned 
in that behalf without any conveyance of assignment for the purposc : 


Provided that, where the property disclaimed is of a lcaschold nature , the Court or 
Tribunal shall not make a vesting order in favour of any person claiming under tbc 
company , whether as under-Icosce or as mortgage or holder of a charge by way of 
demise , except upon the terms of making that person , 


(a ) subject to the same liabilities and obligations as those to which the company 
was subject under the lease in respect of the proporty at the comincncement of the 
winding up ; or 


(b ) subject only to the same liabilities and obligations as if the lease had been 
Assigned to that person at that date , 


and in either event, as if the lease bad comprised only the property comprised in the 
vesting order; and any mortgagee or under-lessce declining to accept a vesting order 
upod such tctts shall be excluded from all interest in and security upon the property , 
and , if there is no person claiming under the company who is willing to accept an order 
upon such terms, the Court or Tribunal shall have power to vest the estate and interest 
of the company in the property in any person liable , cither personally or in a 
representative character, and cither alone of jointly with the company , to perform the 
Icssee s covenants in the least , freed and discharged from all cstatos , encumbrances and 
interests created therein by the company. 


(6 ) Any person injured by the operation of a disclaimer under this section shall be 
deemed to be a creditor of the company to the amount of the compensation or damages 
payablc in respect of the injury , and may accordingly prove the amount as a debt in 
the winding up . 


Avoidance 
of transfers , 
etc ., after 
commence 
mcnt of 
winding up . 


364 . (1 ) In the case of a voluntary winding up , any transfer of sharos in the 
company , got being a transfer made to or with the sanction of the Liquidator, and any 
alteration in the status of the members of the company , made after the commoncement 
of the winding p , shall be void . 


(2 ) In the case of a winding up by the Court, any disposition of the property 
( including actionable claims) of the company , and any transfor of shares in the company 
of alteration in the status of its mombers , made after the commoticemont of the winding 
up , shall, unless the Court otherwise orders , be vold . 


Avoidance 
of certain 
attachments , 
exccutions, 
etc ., in 
winding up 
by Court 


365 . (I ) Where any company is being wound up by the Court, at any time after the 
commencement of winding up , any attachment, distress or cxecution put in force against 
the estate or cffects of the company or any sale held of the properties or offects of the 
company without leave of the Court shall be void . 


(2) Nothing in this section applics to any proceedings for the recovery of any tax or 
impost or any ducs payable to the Government. 
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Offences antecedent to or in course of winding up 


366 . (1) If any person , being a past or present officer of a company which , at the Offcnoce 
time of the commission of the alleged offence, is being wound up, whatbor by the by officcts 
Court or voluntarily, or which is subsequently ordered to be wound up by the Court or of 
which subscquently pusses a resolution for voluntary winding up , 

companios 

in Liqui 
(a ) docs not, to the best of his knowledge and belief, fully and truly discover to dation . 
the Liquidator all the property , movable and immovable, of the company , and how 
and to whom and for what consideration and when the company disposed of any part 
thereof, except with part as has been disposed of in the ordinary course of the 
business of the company; 


(b) docs not deliver up to the Liquidator, or as he dirocts , all such part of the 
movablc and immovable property of the company as is in his custody or under his 
control, and which he is required by law to delivet up ; 


(c ) docs not delivot up to the Liquidator, or as he directs, all such books and 
papers of the company as art in his custody or under his control and which ho 
required by law to deliver up ; 


(d ) within the twelve months next before the commencement of the winding up or 
at any time thercafter, conccals any part of the property of the company to the value 
of ten thousand rupees or upwards , or conceals any . debt due to or from the 
company; 


(e ) within the twelve months next before the commencoment of the winding up or 
at any time thereafter, fraudulently removes any part of the property of the company 
to the value of ten thousand rupoos or upwards; 


) makes any material omission in any statement relating to the affairs of the 
company ; 


(8 ) knowing or believing that a false debt has boch proved by any person under 
the winding up , fails for a period of one month to inform the Liquidator thoroof; 


(h ) after the commencement of the winding up , prevents the production of any 
book or paper affecting or relating to the property or affairs of the company; 


(1) within the twelve months next before the commencement of the winding up or 
at any time thereafter , conccals , destroys, mutilates or falsifies, or is privy to the 
concealment, destruction , mutilation or falsification of, any book of paper affecting or 
relating to , the property or affalrs of the company ; 


() within the twelve months next before the commencement of the winding up or 
at any timc thereafter makes , or is privy to the making of, any falsc entry in any 
book or paper affecting or relating to , the property or affaits of the company ; 


(k) within the twelve months next before the commencement of the winding up or 
at any time thereafter, fraudulently parts with , altors or makes any omission in , or is 
privy to the fraudulent parting with altering, or making of any omission , any book or 
paper affecting or relating to the property or affairs of the company ; 


(1) after the commencement of the winding up or at any meeting of the croditors 
of the company within the twelve months next before the commencanont of the 
winding up , attempts to account for any part of the proporty of the company by 
fictitious losses or expenses ; 
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(m ) within the twelve months next before the commencement of the winding up or 
at any time thereafter , by any false representation or other fraud , obtains on credit, 
for or on behalf of the company, any property which the company does not 
subsequently pay for; 


(n ) within the twelve months next before the comincncement of the winding up or 
at any time thereafter, under the false pretence that the company is carrying on its 
business obtains on credit for or on behalf of the company , any property which the 
company doce not subsequently pay for, 


(0 ) within the twelve months next before the commencement of the winding up or 
at any time thereafter, pawns, pledges or disposes of any property of the company 
which has been obtained on credit and has not been paid for, unless such pawning , 
pledging or disposing is in the ordinary course of the business of the company ; or 


( ) is guilty of any falsc representation or other fraud for the purpose of obtaining 
the consent of the creditors of the company or any of them , to an agrocment with 
reference to thc affairs of the company or to the winding up , 


he shall be punishablo, in the case of any of the offences mentioned in clauses (m ), 
(n ) and (o ), with imprisonment for a term which shall not be less than two years and 
may extend to five years and with fiac, and , in the case of any other offence , with 
imprisontent for a term which shall be not less than six months and may extend to 
two years and with fine : 


Provided that it shall be a good defence - 

(1) to a charge under any of the clauses (b ), (c), (d), 7). (n ) and (0 ), if the accused 
proves that he had no intent to defraud ; and 


( ii ) to a charge under any of the clausts (a ), (h ), (i) and ( ), if he proves that he 
had no intent to conceal the true state of affairs of the company or to dofcat tho law . 


(2 ) Where any person pawns , pledges or disposes of any property in circumstances 
which amount to an offence under clausc ( ) of sub -section (1 ), cvery person who takes 
in pawn or pledges or otherwise receives the property , knowing it to be pawncda 
pledged , or disposed of in such circumstanccs as aforesaid , shall be punishable with 
imprisonment for a term which shall not be less than one year and may cxtend to throc 
years and with finc . 


(3 ) For the purpose of this section , the expression " officer" shall include any person 
in accordance with whose directions or instructions the directors of the company have 
been accustomed to act. 


Penalty for 
falsifica 
tion of 
books . 


367. If, with intent to defraud or deceive any person , any officer or contributory of 
a company which is being wound up 


(a ) destroye , mutlatos , alters , falsifics or secretes , or is privy to the destruction , 
mutilation , alteration , falsification or socreting of , any books, papers or securities; or 


(b ) makes , or is privy to the making of, any false or fraudulent entry in any 
register , book of account or document belonging to the company , 


he shall be punishable with imprisonment for a terin which shall not be less than three 
years and may extend to seven years , and shall also be liable to finc . 
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368 . If any person , being at the time of the commission of the alleged offchoc an 
officer of a company which is subsequently ordered to be wound up by the Court or 
which subsequently passes a rosolution for voluntaty winding up ,-- 


Penalty for 
frauds by 
officots . 


(a ) has, by false pretence or by means of any other fraud , induced any petson to 
give credit to the company ; or 


(6 ) with intont o defraud creditors of the company , has tudo or causod to be 
made any gift or transfer of of charge on , or has caused or connived at the levying 
of any exccution against, the property of the company ; or 


(c ) with intent to defraud creditors of the company , has conccalod or removed any 
part of the property of the company since the date of any unsatisfied judgetnent or 
order for payment of moncy, obtained against the company , or within two months 
before that date, 


he shall be punishable with imprisonment for a term which shall be not less than one 
ycar and tagy cxtond to three years and shall also be liablo to finc. 


369 . (1) Where a company is being wound up , if it is shown that propor books of Liability 
accounts were not kept by the company throughout the period of two years amodiately wheto 
proceding the commencement of the winding up , or the period between the proper 
incorporation of the company and the commencemont of the winding up , whichover is Accounts 
shortor , cvcry officer of the company who is in a default shall , unless he shows that ho not kept. 
actod honestly and that in the circumstances in which the business of the company was 
carriod on , the dofault was excusabic , be punishable with imprisonment for a torm 
which shall not be less than six months and may extend to two yours . 


(2) For the purposes of sub -section (1), It shall be deemed that prope books of 
account bave not been kept in the case of any company , if there have not been kopt 


( a ) such booky or accounts as are necessary to cxhibit and explain the transactions 
and financial position of the business of the company, including books containing 
cntrics made from day to day in sufficient detail of all cash reccived and all cash 
paid ; and 


(6 ) where the business of the company has involved dealings in goods, statements 
of the annual stook taking and (cxcept in the case of goods sold by way of ordinary 
retail trade ) of all goods sold and purchased showing the goods and the buyers and 
the sellers thcreof in sufficient detail to enable those goods and those buyers and 
sellers to be identified . 


370 . (1) If in the course of the winding up of a company , it appears that any 
business of the company has been carried on , with intent to defraud croditors of thc 
company or any other persons , or for any fraudulent purpose , the Court or the Tribunal 
in case of a voluntary winding up , on the application of the Company Liquidatot , or the 
Liquidator or any creditor of contributory of the company, may , if it thinks it ptopot 80 
to do , declare that any persons who were knowingly partics to the carrying on of the 
business in the tranncr aforesaid shall be personally responsible, without any limitation 
of liability , for all or any of the debts or other liabilitics of the company as the Court 
of the Tribunal in case of voluntary winding up muy direct: 


Liability 
for frau 
dulcnt 
conduct of 
business , 


Provided that the Court of the Tribunal in case of voluntary winding up may , without 
prejudice to the final disposal of the application , pass auch interim orders as it may 
doom just and proper. 
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( 2) On the hearing of an application under sub -section ( 1), the Company Liquidator 
or the Liquidator , as the case may be, may himself give cvidence or call witnesscs . 


( 3) Whore any business of a company is carried on with such intent or for such 
purposc as is mentioned in sub - section (1 ), every persop who was knowingly a party 
to the carrying on of the business in the manner aforesaid , shall be punishable with 
imprisonment for a tem which shall not be less than onc year and may extend to throc 
yoats and shall also be liable to finc , 


(4) This scction shall apply, notwithstanding that the person concerned may be 
criminally liable in respect of the matters on the ground of which the doclaration is to 
be made. 


371 . ( 1) If in the course of winding up a company , it appears that any person who 
has taken part in the promotion or formation of the company, of any past or prcscnt 
director , manager, Liquidator or officer of the company - 


Power of 
Court to 
Agscos 
damages 
against 
delinquent 
directors , 


(a ) bas misappliod , or retained , or becomo liable or accountable for, any money 
of property of the company ; or 


etc . 


(6 ) has been guilty of any misfeasance or breach of trust in relation to the 
company ; 


(c ) has boon guilty of gross ncgligence and reckless trading in a manner as to 
facilitate or cablc any money or property of the company to be misapplied or 
misappropriated , 


the Court or Tribunal may , on the application of the Liquidator or of any creditor or 
contributory , made within the time specified in that behalf in sub - section (2 ), examine 
into the conduct of such a person, and compel him to repay or restore the money or 
property of any part thereof, if nood be with interest at such rato as the Court or 
Tribunal thinks just, or to contribute guch sun to the aggots of the company by way of 
compensation in respect of the misapplication , retainet, miefcasance or brcach of trust, 
as the Court or Tribunal thinks just. 


(2) An application under sub -section (1) shall be made within two years from the 
date of the order for winding up , or of the first appointment of the Liquidator in the 
winding up , or of the misapplication , rctainer , misfcarancc or breach of trust, as the 
cas may be, whichever is longer. 


(3) This section sball apply notwithstanding that the matter is one for which the 
person concerned may be criminally liable . 


Prosecution 
of delin - 
qucnt offi - 
cers and 
members of 
thc 
company . 


372 . (1) If it appears to the Court in the course of a winding up by the Court, that 
any past or present offlcct, or any member , of the company has been guilty of any 
offebce in relation to the company , the Court may , cither on the application of any 
person interested in the winding up or of its own motion , direct tho Liquidator to 
prosecute the offender . 


(2 ) If it appears to the Liquidator in the course of a voluntary winding up that any 
past or present officer, or any inember of the company has been guilty of any offcnce 
in relation to the company, hc shall himself prosccute the offender in the Tribunal. 


(3) When any proceedings are instituted under this section , it shall be the duty of 
tho Liquidatot and of every officer and agent of the company past and present (other 
than the defendant in the proceedings ) 10 give all assistance in connection with the 
prosocution which he is reasonably able to give . 
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Explanation . For the purposos of this sub-scotion, tho cxproudon " agent ", in relation 
to a company , shall be docmod to include any bankot or logal advisat of tho company 
and any potson employed by the company as auditor. 


Miscellaneous provisions 


373 . (1) The Liquidator may, with the sanction of the Court, when the company i 
being wound up by the Court, or with tho sanction of a spocial toolution of tho 
company , in the case of a voluntary winding up , 


Liquidator 
to axades 
oottain 
povoda 
subject to 
kunction 


(a ) pay any classes of creditots in full; 


(b ) make any compromisc of arrungement with creditoto or patrons claiming to be 
creditots , or having of alloging themselves to have any claim , prosent or futuro, 
cortain or contingent, ascertainod or sounding only in damagos, against the company, 
or whcreby the company may be rendered liablo ; or 


(c ) compromise any call or liability to call , debt, and liability apablo of rosulting 
In a debt, and any claim , present or future, certain or contingent, aborttainod a 
sounding only in damages, subsisting or alleged to subsist botween the company and 
a contributory or alleged contributory of other debtor or person apprehending liability 
to the company, and all questions in any way rolating to or affooting the aspots ar 
liabilities of the winding up of the company , a much torms us may be agreed, and 
take any socurity for the discharge of any such call, debt, Hability or claim , and give 
a complete discharge in respoct thetoof. 

(2) Notwithstanding anything contained in sub -section (1). In the case of a winding 
up by the Court, the Supreme Court may make tulos under section 452 providing that 
the Liquidatot may , under such circumstances, and abjoct to purch condidon , 
teatrictions and limitations, if any , as may bo spocified in tho tulad , axerolo any of the 
powers referred to in sub clauso (b ) or sub- clausc (c) of sub -section (1) without the 
sunction of the Court. 


( 3) In the case of a voluntary winding up , the craciae by the Liquidator of the 
powers conferred by sub -section (1) shall be subject to the control of the Court or 
Tribunal 


( 4 ) Any croditor or contributory may apply to the Court a Tribunal with rospoot to 
any excrcise or proposed oxercise of any such powers. 


374 . (1) Whcto a company is being wound up , whether by the Court or voluntarily , Notification 
cvety Invoice , order for goods or business letter inued by or on behalf of the company that a 
or & Liquidator of the company, or a receiver or manager of the property of the company is 
company, being a document on or in which the name of the company appears , shall in 
contain a statement that the company is being wound up . 

liquidation . 


(2 ) If default is made in complying with this section , the company , and cvery onc 
of the following persons who wilfully authorisas or pormits the default, namely , any 
officer of the company , any Liquidator of the company and any receiver or managor, 
shall be punishable with fine which may extond to fivc thousand rupoos for each 
default 


375. Whore a company is boing wound up, all books and papers of the company and 
of the Liquidatots shall be prima facie evidence of the truth of all matters purporting 
to be therein recorded . 


Books and 
papers of 
company to 
bo ovldonco . 
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Disposal of 
books and 
papers of 
company . 


376 . (1) When thọ affaits of a company have been completely wound up and it is 
about to be dissolved , its books and papers and thosc of the Liquidator may be disposed 
of as follows, that is to say 


(a ) in the case of a winding up by the Court, in such manner as the Court directs ; 

(b) In the case of a members voluntary winding up , in such manner as the 
company by a special resolution directs; and 


(c) in the case of a creditors voluntary winding up, in such manner as the 
creditors of the company may direct. 


(2) After the expiry of five years from the dissolution of the company , no 
responsibility shall rest on the company , tho Liquidator, or any person to whom the 
custody of the books and papers has been committed , by reason of any book or paper 
not being forthcoming to any person claiming to be interested therein . 


(3 ) The Central Government may, by rules.-- 


(@ ) prevent for such period (not excocding five yoats from the dissolution of the 
company ) as the Central Government thinks propot, the destruction of the books and 
papets of a company which has beon wound up and of its Liquidator, and 


(6 ) chablo any creditor or contributory of the company to make representations to 
the Contral Government in rospoct of the matters spocified in clause (a ) and to appeal 
to the Court or Tribunal from any direction which may be given by the Central 
Government in the matter. 


(4) If any person acts in contravention of any such rules or of any direction of the 
Contral Government thoroundot, he shall be punishablo with imprisonment for a term 
which may extend to six months , or with fine which may cxtend to fifty thousand 
tupocs , or with both . 


Information 
as to 
pending 
liquidation . 


377 . (1) If the winding up of a company is not concluded within one year after its 
commencement, the Liquidator shall, within two months of the expiry of such year and 
thereafter until the winding up is concluded , at intervals of not more than six months , 
file a statement in thc prescribed form and containing the prescribed particulars duly 
audited , by a person qualified to act as auditor of the company , with respect to the 
proccodings in , and position of , the liquidation , - 


(a ) in the case of a winding up by the Court, in Court; and with the Rogistrar, 
and 


(6 ) in the cast of a voluntary winding up , with the Registrat. 


( 2) Where a statement referred to in clause (a ) of sub - section (1) relates to a 
Government company in liquidation , the Liquidator shall forward a copy thoroof to 


(a ) the Contral Government, if it is a member of the Government company ; or 


(6 ) aty State Government, if it is a member of the Government company ; or 


(c ) the Central Government and any State Governmont, if both are membris of 
the Government company , 
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(3) Any person stating himself in writing to be a creditor or contributory of the 
company shall be entitled , by himself or by his agont, at all roasonable times , on 
payment of the prescribed fee, to inspoct the statcmncnt, and to receive a copy thereof 
or an extract therefrom . 


(4) Any person utruthfully stating himself to be a creditor or contributory for the 
above purpose shall be deemed to be guilty of an offence under section 182 of the 
Indian Penal Code, and shall be punishable accordingly . 


45 of 1860 . 


(5) If a Liquidator fails to comply with any of the roquirements of this section , hc 
shall be punishable with fine which may extend to five thousand rupees for every day 
during which the failure continues : 


Provided that if the Liquidator makes wilful default in causing the statement referred 
to in sub - section (1 ) to bc audited by a person qualifiod to act as auditor of the 
company , the Liquidator shall be punishable with imprisonment for a tem which shall 
be not loss than six months and may extend to two years and shall also be liable to 
fine. 

378 . (1) Every Company Liquidator shall pay the moncys received by him as 
Liquidator of any company, either into the public account of India in the Reserve Bank 
of India or in any special banking account opened by him in any scheduled bank in 
India under the title " The Liquidation Account ....... Company Limitod /Private Company 
Limited/Company" . 


Liquidator 
to make 
payments in 
bank . 


(2 ) Every Liquidator of a company, not being a Company Liquidatot , shall pay the 
moncys received by him in his capacity as such into any spocial banking account 
opened by him in any scheduled bank in India under the title " The Liquidation Account 
of ..... Company Limited Private Company Limitod /Company " . 


(3) If any such Liquidator at any time retains for more than ton working days a sum 
cxccoding twenty - five thousand rupoos of such other amount as the Court or Tribunal 
may , on the application of the Liquidator authorise him to retain , thot , unless he 
explains the retention to the satisfaction of the Court or Tybunal, he shall 


(a ) pay intotest on the amount so retained in excess , at the rate of fiftoon par cont. 
per annum ; 


(6 ) be liable to pay any expenses occasionod by reason of his default ; and 


(c ) also be liable to have all of such part of his remuneration as the Court may 
think just disallowed , and to be removed from his office by the Court. 


379 . (I) If thc Liquidator has in his hands or under his control any moncy 
representing 


(a ) dividends payable to any creditor which had romainod unpaid for six months 
after the date on which they were dcclarod , or 


Unpaid 
dividonds 
and undis 
tributod 
Assets to be 
paid into 
the 
Companies 
Liquidation 
Account 


(b ) assets refundable to any contributory which have remained undistributed for 
six months after the date on which they become refundable , 


the Liquidator shall forthwith pay the said moncy into the public account of India in the 
Roserve Bank of India in a separate account to be known as the Companies Liquidation 
Account. 


236 


THE GAZETTE OF INDIA EXTRAORDINARY 


(PART II 


(2) On the dimolution of the company , thc Liquidator shall similarly pay into the sold 
Acooumt any moncy representing unpaid dividends or undistributod assets in his hands 
ut the date of desolution . 


(3) When making any payment rofonod to tn sub -soctions (1) And (2 ), the Liquidator 
shall furnth to such officer as the Central Government may appoint in this behalf, a 
statement in the prescribod form , setting forth, in respect of all sums included in such 
paymcnt, the naturo of the same, the natnoy and last known addrops of tho person , 
antitled to participate tbordin , the amount to which cach is opotlod and the nature of his 
claim thereto, and axch other particulars as may bo prekoribod . 


(4) Tho Liquidator shall be entitled to a roccipt from the Roacrve Bank of India for 
any moncy paid to it under sub -coctiong ( 1) and ( 2 ); and such roocipt shall be an 
cffectual discharge of the Liquidator in respect thereof . 


( Where the company is being wound up by the Court, the Liquidator shall take 
tho payments rofotod to in sub -sections (1 ) and ( 2) by transfer from the account 
rcferred to in sub -soction ( 1) of soction 378 . 


(0 ) Whoro the company is being wound up voluntarily , the Liquidator shall, when 
filling a statement in pursuance of sub -section (1) of section 376 , indicate the sum of 
money which is payablo to the Rorotvo Bank of India undor sub -sections (1 ) and (2 ) 
of this soction which he has bad in his hands or under bis control during the six 
months proceding the date to which the said statoment is brought down, and shall , 
within ton working days of the date of filing the said statement, pay that samm into the 
Companios Liquidation Account. 


(7) (a) Any petson claiming to be entitlod to any money paid into the Companies 
Liquidation Account may apply to the Court or Tibunal for an ordor for payment 
thoroof, and the Court or Tribunal, if satisfied that the person claiming is entitled , may 
make an order for the payment to that person of the am duo: 


Providod that before making such an order, the Court or Tribunal shall causo a notice 
to be served on such office as the Central Government may appoint in this bebalf , 
calling on the office to show causc within twenty working days from the date of the 
savico of the notice why the order should not be mado. 


(b ) Any person claiming as aforesaid may , instond of applying to the Court of 
THbunal, apply to the Central Government for an order for payment of the money 
claimed ; and the Central Government may , If satisfied whether on a certificate by thc 
liquidator of the Company Liquidator or otherwise , that such person is entitled to the 
whole of any part of the moncy claimed and that no application made in putsuance of 
clause (a ) is pending in the Court or THbunal, make an ondet for tho payment to that 
petson of the sum due to him , after taking such sccurity from him as it may think fit. 


(8 ) Any moncy paid into the Companics Liquidation Account in pursuance of this 
doction, which remains unclaimod thcroaftor for a parlod of ten years , shall be 
transferred to the general toveic account of the Central Governtnent; but a claim to 
any money so transferred may be preferred under sub -section (7) and shall be dealt 
with as if such transfer had not been made , the order , if any, for payment on the claim 
being treatod as an order for refund of rovenue . 


( 9) Any Liquidator rotatning any money which should have been paid by him into 
the Companies Liquidation Account under this section shall 


(a ) pay interest on the amount retainod at the rate of fiftoon por ocnt. pet mut : 
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Provided that the Contral Govaninent may , in any proper caso, tomit cithat in part 
or in whole the amount of interest which thc Liquidator is required to pay under this 
clause ; 


(b ) be liable to pay any cxpongos Occasionod by reason of his default; and 


(c ) whoto the winding up ts by the Court, also be liablo to have all or auch purt 
of his remuneration as the Court may think just to be disallowed , and to be tomoved 
from his offico by the Court. 


380 . (1 ) If any Liquidator who has mede any dofault in filing , dolivaring or making Enfororment 
any return , account or other document, or in giving any notice which he be by law of duty of 
roquired to filo , deliver, make or give, falls to make good the default within ton Liquidatot 
working days after the serviço on him of a notice requiring him to do so , the Court or to make 
Tribunal may , on an application made to the Court of Tibunal by any contributory or toturn , 
creditor of the company or by the Registrar, make an order dirocting tho Liquidator to oto. 
make good the default within such time as may be specified in the order . 


(2 ) Any such order may provide that all costs of, and incidental to , the application 
shall be borne by the Liquidator. 


(3 ) Nothing in this soction shall be taken to projudice the operation of any coactment 
imposing penalties on a Liquidator in respect of any such default. 


381. ( 1) Any affidavit required to be sworn under the provisions , or for the purpose Court or 
of this part of the Act may be swon 

patron 

bofoto 
(a ) in India , before any Court, Judge or person lawfully authorisod to take and whom 
roceive affidavits; and 

affidavit 

may bo 
(b ) in any othet country , other bofoto any Court, Judge or person lawfully wom . 
authorisod to take and roccivo affidavits in that country, or befoto on Indian Consul 
or Vico -Consul. 


(2 ) All Court, Judges , Justicos , Comisionen und persons acting judicially in India 
shall take judicial notice of the scal, stamp of signature, as the case may be, of any 
such Court, Judge, person , Consul or Vico - Consul, attachod , apponded or subscribod to 
any such affidavit or to any other document to be inod for the purposes of this part. 


382. (I) Whcro a company has bocn dissolved , whether in putsuance of this part of Power of 
of section 267 or otherwise , the Court may at any time within two years of the date of Court to 
the dissolution , on application by the Liquidator of the company or by any othar potron doolare 
who appcars to the Court to be interestod , make an order, upon such terms as the Court desolution 
thinks fit , declaring the dissolution to have been vold ; and tharcupon such proooodings of company 
may be taken as might have been taken if the company had not been dissolved . void . 


(2 ) It shall be the duty of the person on whose application the ordet was made 
within twenty working days after the making of the order, to file a certified copy of the 
order with the Registrar who shall register the same; and if such person falls go to do , 
he shall be punishable with fine which may extend to five hundred rupees for every day 
during which the default continua . 
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Power of 
Registrar 
to striko 
defunct 
compatry 
off 
reglatot. 


383 . (I) Where the Registrar has reasonable cause to believe that a company is not 
carrying on business or in operation of where a company has not filled its annual returns 
or its balanco sbects and profit and loss accounts for three consecutive years, the 
Registrar shall send to the company by post a lettor inquiring whether the company is 
carrying on business or in operation , 


(2 ) If the Registrar does not within one month of sonding the lotter receive any 
Answer thoreto , he shall , within fourteen days after the expiry of the month , sond to the 
company by post a registered letter referring to the first lottet , and stating that no 
answer thertto has been received and that, if an answer is not received to the sccond 
lettor within one month from thc date thereof, a notice will be published in one English 
newspaper and one vemacular newspapor circulating in the arca in which the registered 
office of the company is situate with a vicw to striking the name of the company off 
the register. 


(3) If the Registrar cither receives an answer from the company to the effect that it 
bs not carrying on business or in operation , or does not within one month after sending 
the socond letter receive any angwot, ho may publish , a notice in twspaper as is 
provided in sub - section ( 2 ) that, at the expiration of three tmonths frotn the date of that 
notice, the name of the company rucntioned therein will , unles causo is shown to the 
contrary , be struck off the register and the company will be dissolved . 


(4 ) If , in any case whore a company is being wound -up , the Registrar has reasonable 
CALBC to boliovo cither that no Liquidator is acting , or that the affairs of the company 
have been completely wound -up , and any retums required to be made by the Liquidator 
have not boop made for a period of six consecutivo months , the Registrat shall publish 
a like notice in nowspaper as is provided in sub- section ( 3 ). 


(5 ) At the axpiry of the timc mentioned in the notice toferrod to in sub -section ( 3) 
or ( 4 ), the Registrar may , unless cause to the contrary is previously shown by tbc 
company, striko its name off the register, and shall publish a liko notice as is providod 
in sub -soction ( 2 ), and on the publication of this notice , the company shall stand 
dissolved : 


Provided that 


( a ) the liability , if any, of every diroctor, manager or othor officer who was 
exercising any power of managenont, and of every mombat of the company , shall 
continue and may be enforced as if the company had not bocn dissolved ; and 


(b ) nothing in this sub -8cation shall affect the powor of the Court to wind -up a 
company the name of which has been struck off the register. 


(6 ) If a company , or any member of croditor thereof, foclo aggriovod by the company 
having been struck off the rogister, the Tribunal, on an application made by the 
company , member of creditor before the cxpiry of twenty years from the publication 
of the notice aforesaid , may , if satisfied that the company was , at the time of the 
striking off , carrying on business or in operation or otherwise that it is just that the 
company bc restored to the register , order the name of the company to be restored to 
the register; and the Tribunal may, by the order, give such directions and make such 
provisions as soom just for placing the company and all other persons in the same 
position as nearly as may be as if the name of the company had not bocu struck off. 


(7) Upon a certified copy of the order under sub -soction (0 ) being delivered to the 
Rogistrar for registration , the company shall be docmed to have continued in cxistcncc 
as if its name had not been struck off . 
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(8 ) A letter or notice to be sent under this section to a company may be addressed 
to the company at its registered office , or if no office has bocn registotod , to thc caro 
of some director, manager or other officer of the company , or if thoto to no director, 
manager or officer of the company whose namna and address ato known to the Rcgistrar , 
may be sent to cach of the persons who subscribod the momorandum , addrcarod to hit 
at the address mentioned in the motorandum . 


(9 ) A notice to be sent under this section to a Liquidator may be addressed to the 
Liquidator at his last krown place of business. 


PART VII 


Application of Act to existing companics 


384 . This Act shall apply to all the existing companies of same class ( including an 
unlimited company) in the same manner, in all respects and to thc samo extent, as if 
such each of the companies had been formed and registered under this Act. 


Application 
of Act to 
companion 
formod and 
togtatotod 
under 
provlous 
companies 
laws. 


PART IX 


COMPANIES AUTHORISED TO REGISTER UNDER THIS ACT 


385 . (1 ) With thc cxceptions and subject to the provisions contained in this soction - Companios 

capable of 
(a ) any company consisting of seven or moto mcnbcts , which was in existencc boing 
on the first day of May , 1882, including any company registered under Act No. 19 registerod. 
of 1857 and Act No. 7 of 1860 or cithor of thain of undor any laws or law in 
force in a Part B State , corresponding to those Acts or cithcr of thom ; and 


(b ) any company formed after the date aforesaid , whether bofore or after the 
commencement of this Act, in pursuance of any Act of Parliament other than this 
Act or of any other Indian law ( including a law in force in a Part B State ), or of 
any Act of Parliament of the United Kingdom of Lotters Patent in force in India , 
or being otherwise duly constituted according to law , and consisting of seven or 
more members; may at any time register under this Act as an unlimited company , 
or as a company limited by shatos , or as a company limitod by guarantec; and the 
registration shall not be invalid by rcason only that it has taken place with a view 
to the company s being wound up : 


Provided that 


6 of 1882. 
7 of 1913 . 


(1) a company registered under the Indian Companies Act, 1882 or under the 
Indian Companies Act, 1913 shall not register in pursuance of this section ; 


( ii) a company having the liability of its members limited by any Act of 
Parliament other than this Act or by any other Indian law ( including a law im forco 
in Part B State), or by any Act of Parliament of the United Kingdom or Lottot 
Patcnt in forcc in India , and not being a joint stock company as definod in soction 
386, shall not register in pursuance of this section ; 


240 


THE GAZETTE OF INDIA EXTRAORDINARY 


(Part II 


(lt) a company having the liability of its mombare limited by any Act of 
Perllamont other than this Act or by any othat Indian law ( including . law in foroc 
in a Part B State ), or any Act of Parliamont of the Unitod Kingdom or Letters 
Patent in foroc in India , shall not register in pursuAnoc of this section as an 
unlimited company or as a company limited by guarantoc ; 


( iv ) a company that is not a joint stock company es dofinod in section 386 shall 
dot tegiatat in pursuance of this soction as a company limited by shares ; 


(v) a company shall not register in pursuance of this soction without the Asscht 
of a majority of such of its members as are preacnt in person or where proxies are 
allowed, by proxy , at a general meeting summonod for the purposo ; 


( vi) whero e company pot having tho liability of its members limitod by any 
Act of Parliament or any other Indian law (including a law in force in a Part B 
Stato ) or by any Act of Parliament of the Unitod Kingdom or Lettes Patent in 
forco in bdia , is about to register as a limitod company , the majority requirod to 
assent as aforesaid shall consist of not less than throo - fourths of the members 
prouent in person , or whato proxios are allowod , by proxy, at the mocting ; 


(wil) where a company is about to register as a company Limited by guarantec , 
tho Agoont to its being so rogistered shall be accompanied by a resolution declaring 
that cach member undertakes to contribute to the assots of the company, in the 
ovant of its boing wound up while he is a membor, or within one year after he 
COACs to be a member, for payment of the debts and liabilities of tho company of 
of such debts and liabilitics as may havo bocn contractod before he ccascs to be a 
momber , and of the costs , charges and expenses of winding up , and for the 
adjustment of the rights of the contributories among themselves, such amount as 
may be requirod , not cxccoding a specified amount. 


(2 ) In computing any majority required for the purposes of sub -soction (1) when a 
poll is demanded, regard shall be had to the nutnbor of votos to which cach member 
is entitled according to the regulations of the company . 


(3) Nothing in this section shall be deemed to apply to any company the registered 
office wberoof at the commencement of this Act is in Myanmar, Aden or Pakistan . 


Dofinition 
of " Joint 
stock 
company" . 


386. (1) For the purposes of this part, so far as it rolates to the registration of 
companies as companies limited by sharos , a joint-stock company means a company 
having a permanoat pald - up of nominal share capital of fixed amount divided into 
sharcs , also of fixed amount, of hold and transferable as stock , or divided and held 
partly in the one way and partly in the other, and formed on the principle of having for 
its members tho holders of those shares or that stock , and no other potsons , 


(2) Such a company, when registered with limited liability under this Act, shall be 
docmod to be a company limited by shares . 


387. Before the rogistration in pursuance of this part of a joint-stock company , 
there shall be deliverod to the Registrar the following documents : 


Requiro 
ments for 
tegistration 
of joint 
stock 
companies . 


(a ) a liat showing the names, address and occupations of all persons who on 
a day namod in the list, not being more than six clour days before the day of 
registration , woto membors of the cotopany with the addition of tho sbatas or stock 
held by thom respectively , distinguishing, in casos whoto the shares ate numbered , 
cach share by its mimbor, 
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(b ) a copy of any Act of Parliament or other Indian law , Act of Parliament of 
the United Kingdom , Royal Chartet , Letters Patent, deed of settlement, dood of 
partnership or other instrument constituting or tegulating the company; and 


(c ) if the company is intonded to be registered as a limited company, a 
statement specifying the following particulars : 


tho nominal share capital of the cotapany and the numbot of sharos into 
which it is divided or the amount of stock of which it consists ; 


(ii ) the number of sharos taken and the amount paid on cach share ; 


( iii) the namc of the company, with the addition of the word " limited " or 
" private Limited " as thc CASC may require , as the last word of words thoroof; 
and 


( iv ) in the case of a company intended to be togtstored as a company 
limited by guarantoc , a copy of the resolution declaring the aipount of the 
guarantco. 


388. Before the registration in pusuance of this part of any company pot being a Roqutre 
joint -stock company , there shall bc delivered to the Registrar the following documents , ments for 
namely : 

registration 

of compa 
(a ) a list showing the namncs , addresses and occupations of the directors , and nios not 
the manager, if any , of the company ; 

being 

joint-stock 
(b ) a copy of any Act of Parliament or other Indian law , Act of Parliament of companies . 
the United Kingdom , Letters Patent, deed of settlement, dood of partnership or other 
instrument constituting or regulating the company ; and 


(c) in the case of a company intended to be rogistered as a company limitod by 
guarantee , a copy of the resolution declaring the amount of the guarantoc. 


389. The lists of members and directors and any other particulars relating to the 
company required to be delivered to the Rogistrar shall be duly verified by thc 
declaration of any two or more directors or other principal officers of the company . 


Authenti 
cation of 
statements 
of axlating 
companies . 


390. The Registrar may require such evidence as hc thinks necessary for the Power of 
purpose of satisfying himself whcther any company proposing to be registered is or is Registrar 
not a joint-stock company as defined in scction 386 . 

to require 
evidence as 
to the 
nature of 
company . 


391. ( 1) Where a banking company which was in existence on the first day of Notico to 
May , 1882 , proposes to register as a limited company under this part, it shall , at least customers 
thirty days before so registering , give notice of its intention so to register , to every on regis 
person who has a banking account with the company, cither by delivery of the notice tration of 
to him , or by posting it to hit at, or delivering it at , his last known address . 

banking 

company 
(2) If the banking company omits to give the notice required by sub-section (1), with limited 
then , as between the company and the person for the time being interested in the liability . 
account in respect of which the notice ought to have been given , and so far as respects 
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the account down to the time at wbich potice is given, but not further or otherwise, the 
certificato of registration with limitod liability shall have no operation . 


Change of 
time for 
purposes of 
togstre 
tion 


392 . Where the natno of a cotupany seeking rogistration under this part is ono 
which in the opinion of the Central Governtent is undesirable , the company may , with 
the approval of the Contral Government signified in writing , change its natno with effect 
from the date of its registration imder this Part: 


Provided that the like Asscnt of the members of the company shall be required to 
the change of name as is required by section 385 to tho rogistration of the company 
under this Part. 


Addison of 
" Limited " or 
" Private 
Limited " to 
patne. 


393 . When a company registars in pursuance of this part with limited liability, the 
word " Limited " or the words " Private Limited " , as the case may bo , shall form , and be 
registered as, the last word of words of its namc: 


Providod that this section shall not be deemed to exclude the operation of section 


13 . 


Certificate 
of registra 
tion of 
cxisting 
companics. 


394. On compliance with the requirements of this Part with respect to registration , 
and on payment of such focs , if any, as art payablo under the rules make it this bobalf, 
the Registrat shall certify under his hand that the company applying for registration is 
incorporated as a company under this Act, and in the case of a limited company that 
it is limited and thereupon the company shall be so incorporated . 


Vesting of 
property on 
registration . 


395 . All property, movable and immovable ( including actionable claims), belonging 
to or vested in a company at the date of its registration in pursuance of this part, shall, 
on such registration , page to and vest in the cotnpany as incorporated under this Act 
for all thc ostate and interest of the company therein 


Saving for 
existing 
Babilities 


396 . The registration of a company in pursuance of this part shall not affect its 
rights or liabilities in respect of any debt of obligation inaured , or any contract entered 
into , by, to , with , or on behalf of the company before registration . 


Continuation 
of ponding 
legal 
proceedings . 


397 . All suits and other logal proceedings taken by or against the company, or any 
public officer or member thereof, which are pending at the time of the registration of 
a company in pursuance of this part , may be continued in the samnic mattor as if the 
registration had not takon place : 


Provided that oxocution shall not issuc against the property or person of any 
individual member of the company on any decree or ordet obtained in any such suit or 
proceeding; but, in the event of the property of the company being insufficient to satisfy 
the decree or order, an order may be obtained for winding up the company. 


Effect of 
registra 
tion under 
this Part. 


398 . (1) When a company is registered in pursuance of this part , sub -sections (2 ) 
to (7) shall apply . 


(2 ) All provisions contained in any Act of Parliament or other Indian law , or other 
instrument constituting or regulating the company, including, in the case of a company 
registered as a company limited by guarantee the resolution declaring the amount of the 
guarantoo, shall be deemed to be conditions and rogulations of the company , in the 
game mamcr and with the samo incidents as if so much thereof as would , if the 
company had bocn formed under this Act, havo boon toquired to be inacrtod in the 
memorandum , wete contained in a registered fototandum , and the tosidue thotoof 
ward contained ha togistered articles . 


31 
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(3) All the provisions of this Act shall apply to the company and the members , 
contributories and creditors thoroof, in the same manner in all respects as if it hed boca 
formod under this Act, subject as follows: 


(a) the rules specifying the articles shall not apply unless and excopt in so far 
as it is adopted by spocial resolution ; 


(b ) the provisions of this Act relating to the numbering of shares shall not 
apply to any joint-stock company whose shares arc not numbetod ; 


(c ) subject to the provisions of this soction the company shall not bave powa , 
without the sanction of tho Central Government, to alter any provision contained in 
any Act of Parliament of the United Kingdom , Royal Charter or Lottets Patont, 
relating to the company ; 


(d) the company shall not have power to alter any provision contained in any 
Act of Parliament or other Indian law or in any Act of Parliament of the United 
Kingdom , Royal Charter or Letters Patent, with respect to the objects of the 
company . 


(e ) in the event of the company being wound up , every person shall be a 
contributory , in respect of tho debts and liabilities of the company contracted before 
registration , who is liable to pay or contribute to the payment of any debt or 
liability of the company contracted before registration , or to pay or contribute to the 
payment of any sum for the adjustment of the rights of the members among 
themselves in rospect of any such debt or liability , or to pay or contribute to the 
payment of the costs , charges and expenses of winding up the company , so far as 
It relates to such debts or liabilitics as aforesaid ; 


) in the event of the company being wound up , ovary contributory shall bo 
liable to contribute to the assots of the company, in the course of the winding up , 
all sums duc from him in respect of any such liability as aforosaid ; and in the 
event of the death or insolvency of any contributory , the provisions of this Act 
with respect to the legal representatives of deccaso contributorics, or with respect 
to the assigticos of insolvent contributories , as the case may bo, shall apply . 


( 4) The provisions of this Act with tespcct to 


(a ) the registration of an unlimited company as a limited company ; 


(b ) the powets of an unlimited company on registration as a limited company, 
to increase the nominal amount of its share capital and to provide that a portion of 
its share capital shall not be capable of being called -up except in the event of 
winding up ; 


(c ) the power of a limited company to doterminc that a portion of its share 
capital shall not be capable of being called up exccpt in the event of winding up , 


shall apply , notwithstanding any provisions contained in any Act of Parliament or other 
Indian law , or other instrument constituting or regulating the company . 


(5) Nothing in this section shall authorise the company to alter any such provisions 
contained in any instrument constituting or regulating the company as would , if the 
cotopany had originally been formod under this Act, have been roquired to be contained 
in the mcmorandum and are not authorised to be altcted by this Act. 
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(0) Nono of the provisions of this Act (apart from those of soction 273 ) shall 
detogato from any power of altering its constitution or togulations which may be vestod 
ta tho company, by virtue of any Act of Parliament or otbot Indian Law , or other 
matrument constituting a rogulating the company, 


(7 ) In this soption , the exproaslon " instrument" includes dood of sottlomont, dood of 
partnership , Act of Parliament of the United Kingdom , Royal Charter and Lotters Patont. 


399 . (1 ) Subjact to the provisions of this soction , a company registered in putsuance 
of this part may , by a special rosolution , alter the form of its constitution by 
abstitu ing a motnotandum and articles for a dood of settlemcpt. 


Powat to 
abstituto 
mctoru 
durm and 
articlos for 
dood of 
settlotront 


(2 ) Tho Provisions of sections 10 and 11 with respect to an alteration of the objects 
of a company shall , so far as applicablo, apply to any alteration under this section with 
the following modifications : 


(a ) thoro shall be substituted for the printed copy of the altered motnotandum 
roquired to be filled with thc Registrar a printed copy of the substitutod 
memorandum and articles ; and 


(b ) on the registration of the alteration being cortiflod by the Rogistrar , the 
substituted memorandum and articlos ghall apply to the company in the samo 
mamcr as tf it were a company registerod under this Act with that memorandum 
and those articlos, and the company s deed of settlement shall ccasc to apply to the 
company . 


(3) An alteration under this soction may be made either with or without any 
alteration of the objects of the company under this Act. 


(4) In this section , the expression " dood of settlements includes any dood of 
partnership , Act of Parliament of the United Kingdom , Royal Charter of Letters Patent, 
or other instrument constituting or regulating the company , not boing an Act of 
Parliament or other Indian law . 


Power of 
Court to 
stay of 
restrain 
proceedings. 


400 . The provisions of this Act with respect to staying and restraining suits and 
other legal procoodings against & company at any time after the prosontation of a 
petition for winding up and before the making of a winding up arder, shall, in the case 
of a company registered in pursuance of this part, where the application to stay or 
restrain is by a creditor, extend to suits and other legal proccodings against any 
contributory of the cornpany, 


Suits stayed 
on winding 
up ordet . 


401. Whetc an order has born made for winding up , or a provisional Liquidator has 
been appointed for, a company tegistarod in pursuance of this part, no gult of other 
legal proccoding shall be procooded with or commenced against the company or any 
contributory of the company in respoct of any dobt of the company , except by leave of 
the Court and except on such terms as the Court may imposo . 


Sec .2 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 


245 


PART X 


REGISTRATION OFFICES AND OFFICERS AND PRES 


CHAPTER I 


Registration office and Registrar 


402 . ( 1) The Central Government may , by notification , appoint Director Power of 
General of Inspection and Investigation (herelnafter referred to us " Director Contral 
General " ) and as many Additional, Jolat, Deputy or Assistant Director General Government 
of Inspection and Investigation as it may think , to most the Director General for to appolat 
exercising powers of Inspection and Investigation as contained in the Act. 

Diroctor 

Gencral of 
(2 ) The Director General shall be responsible for the conduct of all inspoctions and Inspection 
investigations under this Act and shall cxorcise such supervision and control over all the and Inves 
Inspections or investigations made under this Act and to perform such functions and tigation . 
discharge such duties as may be given to him by the Central Govement. 


(3 ) The Director General shall perform his functions under the general supervision 
of the Central Government and the other officers appointed under sub- coction (1) shall 
work under the direction of the Director General and shall be responsiblo to him . 


( 4 ) The Central Government may provide for such other officers and other 
omployoes to assist the Director General to carry out his functions under this Act. 


403 . (1) For the purposes of the registration of companies under this Act, there 
shall be offices at such places as the Contral Governmront, having regard to the number 
of companies in any place , thinks fit . 


Registra 
tion 
officos . 


(2 ) The Central Government may appobat such Registrars, and such 
Additional, Joint, Deputy and Assbstant Registrars as it thinks ncconary , for the 
registration of companies under this Act, and may make regulations with respect 
to thetr duties . 


(3) The salaries of the persons appointed under this soction shall be fixed by the 
Central Govornment. 


( 4) The Central Government may direct a scal or goals to be propared for the 
authentication of documents required for, or connocted with , the registration of 
companies. 


o Wrencver any act is by this Act directed to be done to or by the Registrar it 
shall , until the Central Government otherwise directs , be donc to or by the existing 
Registrar of companies, or joint-stock companies or in his absence , to or by such person 
As the Central Governancht may for the time being authoriac: 


Provided that in the event of the Central Government altering the constitution of the 
existing registry offices or any of them ; any such act shall be done to or by such 
officer and at such plact , with reference to the local situation of the registered officos 
of the companies concomod , as the Central Governmont may appoint. 
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Appoint 
mont of 
Regional 
Directors . 


404 . (1) Tho Contral Govotnment may appoint such number of Rogional Directors 
As it may consider Docessary for exercising the powers and discharging the functions of 
Regional Diroctors updor the provisions of this Act. 


( 2) The Contral Government shall also dofino the jurisdiction in rospoct of which 
the Rogional Directots would axctcise their powers and discharge their functions 
spocified under sub -section ( 1). 


(3) The Rogional Dircctors shall cxorcise such powers of supervision and control 
ovor the Registrats of Companies and Official Liquidators within his jurisdiction as may 
bo specified by the Central Govanmont. 


Powets and 
functions 
of Dopart 
mental 
officots . 


405 . (1) Thc Director General, the officers appointed to assist him under sub 
section (1 ) of section 403 , the Regional Director and the Registrars shall cxorcise their 
powers and discharge their functions under this Act subjoct to the gchotal supervision 
and control of the Central Government and shall also be subject to such directions as 
may be given to them by the Central Government. 


(2) The regional Directors and the Registrate shall also cxercise their functions 
under this Act subjoct to any directions that may be given by the Director Gencral. 


Power to 
appomt 
liconsod 
Rogistrars . 


406. (1) Without prejudice to the provisions of section 403, the Central Government 
may enter into an agreement with any company which in the opinion of the Central 
Governtnant is capable of performing such functions of the Registrar as specified in 
sub -section (2 ) and included in the agrocment at such places as may be specified in the 
agtocmont. 


(2) The functions that may be assigned to licensed registrars under sub -section ( 1) 
by an agreement under that sub -section shall be as follows: 


(a ) acceptance and registration of documents ; 


(b ) incorporation of companios ; 


(c ) inspection of documents by public; 


(d ) power to make inquiros , in so far as it is related to the functions assigned ; 


(e ) providing evidence before the Court or Tribunal; 


supply of information or data to the Central Government; and 


(8 ) such other facts as art considered fioccssary by the Central Government for 
the purpose of spocifying it as a licensed Registrar for performing . 


( 3) Where a licensed Registrar has beon appointed for a place, for performing such 
of the functions of the Registrar under this Act, 


(a ) the Registrar appointed by the Central Government under section 403 shall 
not perform such functions in respect of that area ; 


(b ) the licensed Registrar shall keep all the information and documents 
furnished to him under the provisions of this Act in strict confidence and on behalf 
of Government; 


(c ) furnishing all such information to the Central Government as and when 
required by it ; 
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(d) comply with all instructions or directions by the Central Government; 


(e ) hand over all the materials and information to the Central Government after 
thc termination of the agreement; 


the licensed Registrar shall not perform any of the functions relatablo to 
companies belonging to the same group as the licensod Registrar; 


(8 ) such other materials as may be specified in the agreemont. 


Explanation . For the purpose of this sub -section , the expression " group " shall havo 
the same meaning as in the Monopolics and Restrictive Trade Practices Act, 1969. 


(4) Tho agreement shall provide that a contravention of any of its terms and 
conditions of the provisions of this section , the licensed Registrar or the officers who 
are in dofault shall be lable to imprisonment for a torm not exceeding five years and 
liable to fine which may extend to fifty thousand rupocs . 


(5) For the removal of doubts, it is hereby declared that the licensod Registrar shall, 
so long as he performs the functions of the Registrar under this Act, shall be dcomed 
to be a public servant under soction 21 of tho Indian Penal Code . 


45 of 1860 . 15 


407 . (1 ) Save as otherwise provided elsewhere in this Act , any person may 


(a ) inspect any document kept by the Registrar in accordance with the rules 
made from time to time being documents filed or registered by him in putzuanoc 
of this Act, or making a record of any fact required or authorised to be recorded 
or registered in pursuance of this Act, on payment for cach inspection of such focs 
As may be prescribed; 


Inspootlon , 
production 
and 
evidonor of 
documents 
kopt by 
Registrar 
and acmis 
sibility of 
micto films, 
etc., as 
evidenco . 


(b ) require a cortificatc of the incorporation of the company, or a copy or 
extract of any other document or any part of any other document to be cortified 
by the Registrar, on payment in advance of such focs as may be prescribed . 


( 2 ) No process for compelling the production of any document kept by the 
Registrar shall issue from any Court or thc Tribunal except with the leave of that Court 
or the Tribunal and any such process, if issued , shall beat theroon a statemont that it is 
issued with the leave of the Court or the Tribunal. 


(3 ) A copy of, or extract from , any document kept and rogistered at any of the 
offices for the registration of companics under this Act , certified to be a truc copy 
unour the band of the Registrat (whose official position it shall not be nocessary to 
prove ), shall, in all legal proceedings, be admissible in evidonoe as of oqual validity 
with the original docuinont. 


(4) Notwithstanding anything contained in any other law for the time being in 
force , 


(a ) a micro film of a document or the reproduction of the image or imagos 
ctbodied in such micto film (whether enlarged or not); or 


(b ) a facsimile copy of a documont; or 


(c ) A statement contained in a document and included in a printod material 
produced by a computer (hereinafter referred to as a " computer printout ), if the 
conditions mentioned in sub -section ( 5) arc satisfied 
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shall be deemed to be also a document for the purposes of this Act and the rules made 
thetcunder and shall be admissible in any proceedings thereunder, without further proof 
or production of the original, as evidence of any contents of the original or of any fact 
stated therein of which direct evidence should be admissible . 


(5) Thc conditions referred to in sub -section (4 ) in respect of a computer printout 
shall be the following , namely: 


(a ) the information contained in the statement reproduces or is derived from 
returns and documents filed by the company on paper or on computer network , 
floppy , diskette, magnotic cartridge tape , CD - rom or any other computer readablo 
mcdia; 


(b ) while receiving returns or documents on computer media, necessary chocks 
by scanning the documents filed on computer media will be carried out and media 
will be duly authenticated by the Registrar; and 


(c) the Registrat shall also take duc care to preserve the computor media by 
duplicating, transferring , mastering or storage without loss of data . 


Enforcement 
of duty of 
company to 
make 
returns, 
ctc ., to 
Registrar . 


408 . (1) If a company, having made default in complying with any provision of 
this Act which requirts it to file or register with , or deliver or send to , the Registrar 
any return , account or other document, or to give notice to him of any matter , fails to 
make good the default within fourtech days after the service of a notice on the 
company toquiring it to do so , the Tribunal may on an application made to it by any 
member or creditor of the company or by the Registrar, make an order directing the 
company and any officer thereof to make good the default within such time as may be 
specified in the order , 


( 2 ) Any such order may provide that all costs of and incidental to the application 
shall be borne by the company or by any officers of the company responsiblo for the 
default. 


( 3) Nothing in this section shall be taken to prejudice the operation of any 
provisions in this or any other Act imposing penaltics on a company or its officers in 
respect of any such default as aforesaid . 


Chapter II 


Fees payable under the Act 


Pocs to be 
paid . 


409 . ( 1 ) There shall be paid to the Registrar in respect of several matters mentioned 
under this Act such focs and in such manner as may be prescribed . 


( 2 ) Any document required or authorised by this Act to be filed or registered , or 
any fact required or authorised by this Act to be registered , with the Registrar on 
payment of the fee specified therefor, may , without prejudice to any other liability , be 
filcd or registered after the time, if any , specifiad in this Act for its filing or 
registration on payment of such fce for belated filing or registration in such manner as 
may be prescribed. 
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410 . All fees , charya , and other sums paid to any Registrar or any other oftlocr of Poes , etc ., 
the Central Government in pursuance of this Act shall be paid into the Public Account paid to 
of India in such mannot as may be proactibod . 

registrar 
and othor 
officot to 
be accom 
tod for to 
Contral 
Gover 
ment. 


411. (1) Any Court trying an offence for a default in compliance with any 
provision of this Act which requires a company or its officcts to file or foglater with , 
or deliver or sond to , the Registrar, any retum , account or other docutront, may at the 
time of sentencing, acquitting or discharging the accusod , direct by order, if it think , fit 
to do so , any officer of other employee of the company to file or register with , deliver 
of sond to , the Registrar an payment of the foc or focs toqutrod to bo pald under 
section 409 , such return , account or other document within such time as may be 
spocified in the order. 


time of sentencinice or other employee of the file or fecs requirod to be 


Powet of 
Court 
trying 
offoncos 
under the 
Act to 
direct the 
filing of 
documents 
with 
Roglatrar . 


(2 ) Any officer or other employee of the company who fails to comply with an 
order of the Court under sub -scction ( 1) shall be punishable with imprisonment for a 
term which may extend to six months , or with finc , or with both . 


CHAPTER III 


Power of Central Government 


412 . (1) Where the Contral Government is of the opinion 

Power of 

Contral 
(a ) that the affairs of any company are not boing managed in accordance with Government 
sound business principles or prudent commercial practices ; or 

to conduct 

spoolal 
(b ) that any company is being managed in a manner likely to cause scrious audit, etc . 
injury and damage to the interest of the trade , industry or business to which it 
pertains; or 


ondanger its 


(c ) that the financial position of any company is such as to 
solvency ; or 


( d) that grave irregularities or contravention of the provisions of this Act in 
relation to the maintenance of accounts of the company or in the conduct of audit 
which have tended to crode the faith and confidence in the proper managoment of 
the company in the opinion of the members of the company ; or 


(e ) that the managetnent of the company is in any manner prejudicial to the 
interest of mcnbots or creditors of the company or to the public interest, 


the Central Govemmont may at any time by order direct that a special audit, cost audit 
or secretarial audit of the company s accounts as it may consider necessary, shall be 
conducted either by a chartered accountant, or a cost accountant or a company secretary 
or a firm of such professionals , as the caso may be , or the company s auditor himself 
for such period or periods specified in the order . 


(2) An auditor referred to in sub -soction (1) shall have the powers and duties of 
an auditor and an inspoctor under this Act and shall furnish his roport to the Contral 
Govertitacnt. 


1905 / R $ / F - -21-A 


250 


THE GAZETTE OF INDIA EXTRAORDINARY 


[Part II 


( 3) The report of the person referred to in sub -rection (1) shall , as far as may be , 
include all mattons roquired to be included in the statutory auditots roport under this 
Act and shall also include a statement on any other matter which may be referred to 
him by the Contral Governmont by the order . 


(4) The Central Government may by order direct any person specified in the order 
to furnish to the potron referred to in sub - section ( 1) within such time as may be 
specified theroin such information of additional information as may be required by the 
sald person in connoction with the audit to be conducted under this soction . 


( 5) Any failure to comply with such order by any such person shall be punishable 
with finc which may extend to five thousand tupocs . 


(0 ) On receipt of the report of the auditor under this soction , the Central 
Govorment may tako puch action on the toport as it considers pcccssary in accordance 
with the provisions of this Act or any other law for the time being in foroc . 


( 7) The expenses of, and incidental to , any audit conducted under this section 
( including the retnutcradon of the auditor ) shall be determined by the Central 
Governacht (which determination shall be final) and paid by the company and in 
default of such paymont shall be tocoverable from the commpany as an artcat of land 
revenue. 


Power to 
call for 
information 
from 
Department 
of Govan 
ment, etc. 


413. The Central Government may , if it considers it pcccssary, for the purpose of 
updating any information about the working of a company or with respect to companies 
generally or to any other matter for the bottor administration of this Act, call for any 
Information from any office or department of any Goverment or organisation ; whether 
under the control of the Govetinent or otherwise , including banks and financial 
institutions and it shall be incutabont on such office , department of other organisation 
to comply with such roquest within such time og may be specified in the order: 


Provided that no information which has come into the possession of any office or 
department or organisation as a confidential communication or information not required 
by any provision of law to be disclosed , shall not be furnished to the Central 
Government or shall be furnished only with such deletions as the officer, department or 
other organisation may consider necessary. 


414 . (1) The Central Government shall establish a fund to be called thc Investor 
Education and Protection Fund (licreafter referred to in this section as the " Fund " ) . 


Establish 
mont of 
Investor 
Education 
and 
Protection 
Fund . 


(2) There shall be credited to the Fund the following amounts : 


( a ) amounts in the unpaid dividend accounts of companics ; 


(b) the application moncys received by companies for allotment of any 
socurities and due for refimd ; 


(c) matured deposits with companies ; 


(d ) matured debentutes with companies; 


(e ) the interest accred on the amounts referred to in clauses. (a ) to (d) above; 


) grants and donations given to the Fund by the Central Government, State 
Governments , companies or any other institutions for the purposes of the Fund ; and 


os/F27 -B 
2080144 
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(8) the intetest or other income toceived out of the investments made from the 
Futd : 


Provided that no such amount referred to in clausos (a ) to (d ) shall form part of the 
Fund unload such atmounts have remained claimed and unpaid for a pariod of seven 
years from the date they became due for payment. 


Explanation . For the removal of doubts , it is hereby declared that no claims shall 
lic against the Fund of the company in rospect of individual amounts which were 
unclaimed and impaid for a period of soven years from the dates that they first became 
duc for payment and no payment shall be made in respect of any such claitos . 


( 3 ) The Fund shall be utilisod for promotion of investor awatonces and protection 
of the interests of investors in accordance with such nulas as may be proscribed . 


( 4) The Central Government shall specily an wthority or committee , with such 
menhors as the Central Government may appoint, to administer the Fund, and 
maintain separate uccounts and other relevant records in relation to the Fund in 
such form as may be prescribed in consultation with the Comptrollor and Auditor 
General of India . 


(5) It shall be competent for the authority or committee appointod under sub 
section ( 4) to spend moncys out of the Fund for carrying out the objects for which the 
Fund has been ctablished . 


CHAPTER IV 


National Advisory Committee on Accounting Standards 


415 . (1 ) The Central Government may , by notifcation , constitute an Advisory Constitution 
Committee to be called the National Advisory Committee on accounting Standards , of National 
hereafter In this section referred to as the " Advisory Committee " to advise the Advisory 
Central Government on the formulation and laying down of accounting policies Committee 
and accounting standards for adoption by companies or class of companies under on Accoun 
this Act. 

Standards . 
(2 ) The Advisory Committee shall consist of the following membris , namely : 


ting 


(a ) a Chairman , who shall be a person of emincnce well versed in accountancy , 
finance , business administration , business law , oconomics or similar disciplinc; 


38 of 1949 . 


(b ) one member, cach nominated by the Institute of Chartered Accountants of 
India , constituted under the Chartered Accountants Act, 1949 , Institute of Cost and 
Works Accountants of India, constituted under thc Cost and Works Accountants 
Act, 1959 and the Institute of Company Secretaries of India constituted under the 
Company Socretaries Act, 1980 ; 


23 of 1959 . 
56 of 1980 


(C ) onc representative of the Central Govemment to be nominated by it; 


(d ) one representative of the Reserve Bank of India to be nominated by it; 


(e ) one representative of the Comptroller and Auditor-General of India , to be 
nominated by him ; 


a person who holds or has beld the office of professor in accountancy , 
finance or business management in any university or deemned university ; 
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(8 ) the Chairman of the Central Board of Direct Taxes, constituted under 
Control Boards of Revenue Act, 1963 , or his nomince; 


54 of 1963 . 


(h ) two members to toprosent the chambers of commorce and Industry , to be 
dominatod by the Contral Government; and 


(1) one representative of the Securities and Exchange Board of India, to bo 
nominatod by it . 


(3) The Advisory Committee shall give its recommendations to the Central 
Government on such mattons of accounting policies and standards and audidng as May 
be referred to it for advice from time to time, 


( 4) The mombots of the Advisory Committec shall hold office for such terms as 
may be determined by the Central Government at the time of their appointment and any 
Vacancy in the membership in the Committee shall be filled by the Central Government 
in thc same mannot as the motnbat whose vacancy occurred was fillod . 


(5) The non -ocial members of the Advisory Committee shall be entitled to 
such fees, travelling, conveyance and other allowances as are admbaible to the 
officers of the Central Government of the highest rank . 


PART XI 


COMPANY LAW TRIBUNAL 


Constitution 
of Tribunal 


416 . ( 1) The Central Government shall, by notification , constitute a THbunal 
to be known as the Tribunal to exercise and discharge such original and appellato 
powors and functions as art , or may be conferred upon the Tribunal by or under 
this Act or under any other law . 


( 2) The Tobunal shall consist of President, Vice -President and such number 
of judicial and technical members , as the Central Government deems nt: 


Central Goverairman 
or an Guch Immedia 


Provided that the Central Government may , by notification, continue the 
appointment of the Chairman , Vice -Chairman or any other member of the Board 
of Company Law Administration , functioning as such immediately before the 
commencement of this Act, as the President, Vice - President or any other member 
of the Tribunal after such commencement for such period not less than their 
existing terres of office , es may be specified in the notification . 


(3) A judicial member shall be a person who has held a judicial office in the 
territory of India or who has bocn a member of the Indian Legal Service or who has 
boch an advocate of a High Court or has been a member of the Central Company Law 
Service (Legal Branch ) with such seniority and expericnce and such qualifications, as 
may be prescribed . 


( 4) A technical member shall be a person who has been in the practice of 
Accountancy as a chartered Accountant or as a company secretary in whole time practice 
or as a cost accountant in whole - time practict or, has been a member of the Central 
Company Law Service (Accounts Branch ) with such seniority and experience and such 
qualifications, as may be prescribed . 


(5) The Central Government may ordinarily appoint a Judicial member of the 
Tribunal to be the President thereof, in consultation with the Chief Justice of 
Indla or his nominee . 
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(6) The Central Government may also appoint one or more members of the 
Tribunal to be the Vice - President or , as the cause may be , Vico-Preudents thoroof 
in consultation with the Chief Justice of India or his nominee . 


(7) Subjoct to the foregoing provisions of this section , the other terms and 
conditions of setvice of the President, Vico - President, other motnbera and staff of the 
Tribunal shall be such as the Cantral Government may , by tulos spocify. 


( 8) The President, Vico -Prosident, other Members and officers and staff of the 
Tribunal shall be deemod to be public servants within the mcaning of soction 21 of the 
Indian Penal Code. 


45 of 1860 . 


(9 ) The President shall cxcrcise such financial and administrative powers as may be 
vested in hit by the Central Government. 


( 10 ) The Vioc - President shall exercise such of thc powers and perform such of the 
functions of the President as may be delegated to him by the President by a gonoral 
order or special order in writing . 


( 11) No act done by the THbunal shall be called in question on the ground of any 
defect in the constitution of, or the existence of any vacancy in the Tribunal. 


417 . ( 1 ) Subject to the provisions of this section , the powcts of the Tribunal may 
bc cxcrcised by benches constituted by the President out of which onc shall be a 
judicial member and another shall be a technical membot: 


Constitution 
of benches . 


Provided that it shall be competent for the Vice- President or any other Member 
authorised in this behalf to function as bench consisting of a single member and 
exercise the jurisdiction , powers and authority of the Tribunal in respect of such class 
of cascs or such matters pertaining to such class of cases, as the President may, by 
general or special order specify : 


Provided further that if at any stage of the hearing of any such casc or mattat, it 
appears to the Vice -President or such membor that the case or matter is of such a 
naturt that it ought to be heard by a bench consisting of two mcnbcts , the case of 
matter may be transferred by the President of, as the case may be , referred to him for 
transfer to such bench as the President may decm fit . 


(2 ) The President may , for the disposal of any particular casc , constitute a special 
bench consisting of three or more members , Onc of whom shall necessarily be a judicial 
member and a technical member. 


( 3) If the members of a bench differ in opinion on any point or points , it shall be 
decided according to the majority , if there is a majority , but if the members are equally 
divided , they shall state thc point or points on which they differ , and the case shall be 
referred by the President for hearing on such point or points by one or more of the 
other members of the Tribunal and such point or points shall be decided according to 
the opinion of thc majority of members of the Tribunal who have heard the casc, 
including those who first heard it . 


(4 ) There shall be constituted , such number of benches, as may be notified by the 
Central Government. 


( 5) In addition to the other benches, there shall be a principal bench at New Delhi 
presided over by the President or Vice- President. 
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( ) The principal bench of the Tribunal shall have powers of transfer of proceedings 
from any bench to another bonch of the Tribunal in the event of inability of any bench 
frotn hoaring any such proocodings for any ronson : 


Provided that fro transfer of any procoedings shall be made under this sub- soction 
arcopt after recording teasons for doing so in writing . 


Powers of 
benchos. 


418 . (1 ) Every bench constitutod undet sub - section ( 1) of section 417 shall have 
powers of a civil court whilo trying a suit, under the Code of Civil Procoduro , 1908 , 
in respect of the following mattors, namely : 


5 of 1908. 


(a ) discovery and inspection of documents or other material objects producible 
s cvidcncc ; 


(6 ) enforcing the attendance of witnesses and requiring the deposit of their 
expedics ; 


(c) issuing of commissions; 


(d ) compelling the production of documents or other material objects producible 
as evidence and impounding the samc; 


(e ) appointing Committees for the investigation of any matter, including the 
giving of any expert opinion or advice on any matter specified by it ; 


O examining witnesses on onth ; 


(8 ) granting adjourninonts; 


(1 ) reception of evidence on affidavits . 


2 of 1974 . 


( 2 ) Every bench shall be doomed to be a Civil Court for the purposes of section 
195 and Chapter XXVI of the Code of Criminal Procedure , 1973 and every proceeding 
before the bench shall be docmod to be a judicial proceeding within the meaning of 
Sections 193 and 228 of the Indian Penal Code and for the purpose of section 196 of 
that Code. 


45 of 1860 . 


(3 ) Without prejudice to the foregoing provisions of this section the Tribunal sball, 
in the exercise of its powers and the discharge of any of its functions under this Act, 
or any other law , bo guided by the principles of natural justice and shall act in its 
discretion . 


(4) Subjoct to the foregoing provisions of this section , the Tribunal shall have 
power to regulate its own procedure . 


(5) An appcal against the order of the Regional Director imposing any fine under 
this Act, shall be preferred to the Tribunal within sixty days of the date on which the 
ondor sought to be appealed against is communicated to the company or the officer, as 
the case may be : 


Provided that the Tribunal may , if it is satisfied that the appellant was prevented by 
sufficient cause from filing the appeal within the specified period of sixty days, allow 
it to be filed within a further period not exceeding sixty days. 


Order of 
Tribunal 


419. ( 1) The Tribunal may , after giving both the parties to any proceeding before 
it, an opportunity of being heard , pass such ordets thereon as it thinks fit. 
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(2 ) The Tribunal may , at any time within two years from the date of tho ondor, 
with a view to rectifying any mistake apparcnt from tho tooord , amond my order pagod 
by it under sub -scction (1 ), and shall make such amendmont if the mistako is brought 
to its notice by the parties . 


(3) The Tribunal shall send a copy of any order passed under this soction to all the 
parties concerned . 


420 . (1) Any person aggrieved by any decision of order of the Tribunal may file Appcals 
an appeal to the High Court in whose jurisdiction the registered office of the company against 
is situate within sixty days of the date of communication of the order of the Tibunal the order 
to him on any question of law arising out of such order: 

of the 

Tobunal. 
Provided that an appeal filed under this section shall be heard by a division bonch 
of the High Court consisting of two sitting judgcs: 


Provided further that the High Court may if it is satisfiod that the appellant was 
prevented by sufficient causc from filing the appeal within the specified period , allow 
it to be filed within a further period not exceeding sixty days . 


(2 ) Notwithstanding anything contained in sub -section (1), if on an application made 
by a party to the proccoding before it, the Tribunal is of the opinion that, on account 
of a conflict in the decisions of the High Court in toepoct of any particular question of 
law , it is expedicht that it should be decided by the Supreme Court, an appoal shall lic , 
on a certificate issued by the Tribunal, direct to the Supreme Court. 


421. Tho Tribunal shall bave power to reviow its own orders. 


Powot of 
revlow . 


70 of 1971. the provisions of sth 


70 of 1971. 


422 . The Tribunal shall have the same jurisdiction , powers and authority in respect Power to 
of contempt of itself as the High Court has and may cxcrcisc , for this purpose under punish for 
the provisions of the Contempt of Courts Act, 1971, shall have the effoct subject to contempt. 
modifications that, 


(a ) the reference therein to a High Court shall be construed as including a 
reference to the Tribunal; 

(b) the references to Advocate General in section 15 of the said Act shall bo 
construcd as a reference to such law offices as the Contral Government may spocify 
in this behalf. 


54 of 1969. 
68 of 1986 . 


423 . Notwithstanding anything contained in the Monopolies and Restrictive Trade Tribunal 
Practices Act, 1969, the Consumer Protection Act, 1986 or any other law for the time to hear all 
being in force, any dispute arising out of any of the provisions of this Act or with matters 
respect to any matter dealt with in this Act for which no provision has boan made in arising 
the Act for its determination shall be decided only by the Tribunal and not by any under the 
Court, Tribunal or other authority . 

Act . 
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PART XII 


GENERAL 


Collection of information and statistics from companies 


Powet of 
Central 
Government 
to direct 
companies 
to furnish 
information 
or statis 


42A . (1) The Contral Govanmont may , by order, roqutre companies generally , or 
any class of comppanies, or any company , to furnish such information or statistics with 
regard to their or its constitution or warking, and within such timno, as may be spoctflod 
in the order. 


( 2) (a ) Every order under sub - scction (1) Adkirovsod to companios generally or to 
any class of companies , shall be published in the Official Gazette and in such other 
manner, if any , as the Central Government may think fit . 


tics 


(b ) The date of publication of the order in the Official Gazotto shall be deathed to 
be the date on which tho domand for Information of statistics is made on such 
companies or class of companies , as the case may be . 


m 


wwormation of statistics is made on avat 


(3) Every order under sub - section (1) addressed to an individual company shall be 
served on it in the mannot laid down in section 25 . 


(4 ) For the purpose of satisfying itself that any information or statistics furnished 
by a company in putsuance of any order under sub -section ( 1) is correct and complete , 
the Central Government may require such company 


(a ) to produce such tooords or documents in its postesalon or under its control 
for inspoction , before such officer and at such time as may be specifiod by the 
Central Governmont; or 


(b ) to furnish such further information as may be spocified by the Central 
Government and within such time as may be fixed by it. 


( 5) The Central Government may also , by order , direct an inquiry to be made by 
any person or potsons namod in the order 


(a ) for the purpose of obtaining any information or statistics which a company 
has failed to furnish as requlrod of it by an order under sub -soction ( 1); of 


(b ) for the purpose of satisfying itaclf that any information or statistics 
furnished by a company in pursuance of an order mede under sub -soction (1) is 
correct and complete ; and in so far as such information or statistics may be found 
to bc incorrect or incomplcto , for the purpose of obtaining such information or 
statistics as may be necessary to make the information or statistics furnished correct 
and complete , 


and a person or persons so appointed shall, for the purposes of such inquiry, have such 
powers as may be prescribed . 


(6 ) If any company fails to comply with an ondo mado under sub -section (1) or 
( 4), ot knowingly furnishas any information of statistics which is incorrect or incompleto 
in any material respect, the company , and cvery officer of the company who is in 
dofault, shall be punishable with imprisonment which may extend to two years , or with 
finc which may extend to ten thousand rupecs , or with both : 


Provided that no such person shall be punishable under this gub -section , unless the Court is 
satisfied that he was in a position to comply with the order and made wilful default in doing so . 
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(7 ) An order roqutring any information or statistics to be furnishod by a company 
may also be addressed to any potson who ia, or has at any time boon , an officer of 
employee of the company , and all the provisions of this soction , so far as may be , shall 
apply in relation to such person as they apply in relation to the company . 


(8 ) Where a body corporate incorporated outside India and having established an 
office within India , carries on business in India, all references to a company in this 
section shall be deemed to include references to the body corporato in relation , and only 
in relation , to such businoss . 


4 of 1938 . 


Application of Act to companies governed by Special Acts 
425. The provisions of this Act shall apply 

Application 

of Act to 
(a ) to insuranco companics , cocpt in so far as tho said provisions and inginance, 
inconsistent with the provisions of the Insurance Act, 1938 ; 

banking , 

oloctricity 
( b ) to banking companies , axocpt in so far as the said provisions are supply and 
inconsistent with the provisions of thc Banking Regulation Act, 1949; 

otha 

companies 
(c ) to companies engaged in the generation of supply of cloctricity , cxcept in govomod by 
so far as the said provisions are inconsistent with the provisions of the Indian social 
Eloctricity Act, 1910 or thc Electricity (Supply ) Act, 1948; 

Acta . 


10 of 1949 . 


9 of 1910 . 
54 of 1948 . 


(d ) to any other company governed by any special Act for the time boing in 
force , except in so far as the said provisions are inconsistent with the provisions of 
such special Act; 


(e ) to such body corporate, incorporated by any Act for the time being in foro , 
as the Central Government may , by notification, specify in this bohalf, subject to 
such exceptione , modifications or adaptations, as may be spocified in the 
notification 


Application of act to Government companies 


426 . (1) In the case of a Government company , the following provisions shall Application 
apply , notwithstanding anything contained in soctions 180 to 188 . 

of soctions 

180 to 188 
(2 ) The auditor of a Government company shall be appointed or re -uppointed by the to 
Central Government on the advice of the Comptrollot and Auditor-General of India and Government 
the retnutication of the auditor shall be fixed through a resolution by the Board of the companies . 
concerned Government company. 


( 3) Thc Comptroller and Auditor-General of India shall have power 


(a ) to direct the manner in which the company s accounts shall be auditod by 
the auditor appointed in pursuance of sub - section ( 2) and to give such auditor 
instructions in regard to any matter relating to the patformance of his functions as 
such ; 


(b ) to conduct a supplementary or test audit of the company s accounts by such 
person or persons as he may authorise in this behalf ; and for the purposes of such 
audit, to requirc information or additional information to be furnished to any petson 
or persons, so authorised , on such matters, by gutéh person or persons, and in such 
form , as the Comptroller and Auditor-General may, by gencral or special ondor, 
direct 


he Comptroller andsuch matters, by guldhorn to be furnished 
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( 4) The nuditot aforonaid shall submit a copy of his audit report to the Cotoptroller 
and Auditor -Coneral of India who shall have the right to commont upon , or applotnont, 
tho audit report in such mamper 48 bc may think fit. 


(5) Any ach comments upon, of supplement, to the audit report shall be placed 
bofore the annual gaucnl mooting of the company at the same time and in the gathe 
MADOT as tho audit toport. 


Annual 
reports on 
Gloveminent 
companies . 


427. (1 ) Where the Central Goveratocat is a member of a Glovammont company, 
the Central Government shall cause an annual report on the working and offairs of that 
company to be 


( a ) prepared within three months of its annual general mooting before which the 
audit report to placed under sub -section (1) of section 426 ; and 


(b ) as soon as may be after such preparation , laid before both Houses of 
Parliament together with a copy of the audit report and any commonts upon , or 
supplement to , the audit toport , made by the Comptroller and Auditor -Genoral of 
Indie 


(2) Where in addition to the Central Government, any State Government is also a 
member of a Government Company , that State Government shall cause a copy of the 
Annual report prepared under ab- section ( 1 ) to be laid before the House or both Houses 
of the State Legislature together with a copy of the audit report and the comments or 
supplement reforred to in sub -section ( 1). 


( 3) Whcto the Central Government is not a tomber of Government company, 
evoty State Government which is a motnber of that company , or wbere only one Stato 
Govornment is a member of the company , that State Government shall cause an annual 
report on the working and affairs of the company to bom 


(a) prepared within the time specified in sub-section (1); and 


(b ) as soon as may be after much preparation laid before the House of both Houses 
of the State Legislature with a copy of the audit report and comments of supplement 
reforrod to in sub - section (1 ). 


(4) The provisions of this soction shall, so far as may be, apply to a Government 
Company in Ilquidation is they apply to any other Government company . 


Provisions 
of soction 
426 to 
apply to 
ocrtam 
Compania . 


471 . The provisions of soction 426 shall apply to a company in which more than 
fifty per cont of the paid up share capital is held by one or more of the following or 
my combination thoroof, as if it were a Government company , namely : 


(a ) the Central Government and one or more Covement companio ; 


(b ) any State Governinont of Governments and one or more Government 
companies ; 


(c ) the Central Government, one or more State Governmonts and ano or more 
Government companies ; 


(d ) the Central Gover toont and onc at mort corporationis owtiod of controlled by 
the Central Govchmont; 


(c ) the Central Government, one or more State Governments and one of tport 
corporations owned or controlled by the Central Goveromont; 
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one or moto corporations owned or controlled by the Central Govemment of 
the State Government; 


(8 ) more than one Government company. 


Modification of Ac in its application to Nidhis and 

Mutual Benefit Societies 


429 . (1 ) In this section , "Nidhi" or "Mutual Benefit Society moans a company which Powa of 
the Central Government may, by notification, doclare to be " Nidhl" or "Mutual Control 
Benefit Society " , as the cax may be . 

Government 

to modify 
(2 ) The Central Goverment may, if satisfied that it is poocanary at expodiont so to Act in 
do in the public interest, by notification , diroct that any of the provisions of this Act rolation to 
speciflod in the notification 

als of 

companion 
(a ) shall not apply to or any Nidhi or Mutual Bonefit Society declarod as auch a way 
under sub - section (1 ); of 

othat 

ootpaty . 
(b) shall apply to any Nidhi or Mutual Benefit Society, doclarod es auch undet 
this section , only with such exceptions , modifications and adaptations , us may bo 
specified in the notification . 


( 3) A copy of every notification proposed to be bored under pub -coction (1 ), sball 
be laid in draft before cach House of Parliament, while it is in soudon , for a total 
period of thirty days which may be comprised in ono scasion or two or moto sucocavo 
scasions, and if, before the expiry of the sonsion immodlately , following the session or 
the accessive amlons aforesaid , both Houses agrec in disapproving the laws of the 
notification , or both the Houses agrec in making any modification in the notification , 
the notification shall not be bored or, the cho may be, shall be laued only in Aich 
modiflod forth as may be agtood upon by both the Houdes . 


Offences 


430 . (1) No Court, Tribunal or the Rogional Director shall take cognizanco of any Offcboos 
offence under this Act ( other than an offence with respoct to which proocoding Aroundot Act 
institutod under section 372 ), which is alleged to have boon committed by any company to be 
or any officer thereof, except on the complaint to wriding of the Roglatru , or of . cognizablo 
shareholder , of the company , or of a person authortood by the Contral Govaramont or only on 
the Securitics and Exchange Board in that behalf : 

complaint 

by Rogla 
Provided that nothing in this sub - section shall apply to a proaccution by a company trur, mbaro 
of any of its officers . 

holdet or 

Govom 
(2) Notwithstanding anything contained in the Code of Criminal Procedure , 1973 mont 
where the complainant under sub -section (1) is the Registrar or a person authorbod by 
the Central Government, the personal attendance of the complainant bofort the Court, 
Tribunal or the Regional Director trying the offence shall not be toccasary , unless the 
Court, Tribunal or the Regional Director for trasons to be recorded in writing roqutres 
his personal attendance at the trial. 


2 of 1974 . 


( 3) Sub - section ( 1) shall not apply to any action taken by the Liquidator of 
company in respect of any offence alleged to have been committod in respect of my 
of the matters included in sections 282 to 383 or in any other provision of this Act 
relating to the winding up of companies. 
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(4) A Liquidator of a company shall not be deemed to be an officer of the company, 
within the meaning of sub -soction (1 ) . 


Composition 
of cortain 
offct .ccs . 


431. ( 1) Notwithstanding anything contained in the Code of Criminal Prococture , 
1973, overy offence punishable under this Act may be cotnpoudod , - 


2 of 1974 . 


(a ) before the institution of any prosecution , - 


(1) by the Director General, where the offence is punishable by imprisonments ; 


(it) where the offence is punishable only with finc, by the Regional Director; 


(b ) where the prosecution has been instituted , the offence shall be compounded 
only with the permission of the court in which such offopco is under trial on 
payment by the company of the officer, as the case may be , to the Central 
Govertiment to such sut as the court, may specify. 


(2) Every contravention other than the offences under this Act shall be compounded 
by the Regional Director on paytnent or credit by the company or officers , as the case 
may be , to the Central Government, of such amount as the Director General and 
Regional Director, having jurisdiction , as the case may be , as may be specified . 


Offences 
and contra - 
ventions 


432 . (1) Notwithstanding anything contained in the Code of Criminal Procouurt , 
1973, any offence punishable under this Act shall 


2 of 1974 . 


(a ) bo tried by the Metropolitan Magistrate or by a Judicial Magistrate of the first 
class having jurisdiction to try that offence; and 


(b) be deemed to be non -cognizable within the tcaning of the said Code. 


(2 ) An appeal against the order of the Regional Director under sub -section (2) of 
section 431, imposing any finc shall lie with the Tribumal. 


2 of 1974 . 


Power of 
Contral 
Government 
to appoint 
Company 
Prosecutors . 


433 . (1) Notwithstanding anything contained in the Code of Criminal Procedure, 
1973 , the Central Government may appoint generally , or in any CASO , or for any 
specified class of cases in any local area , one or more persons, as Company Prosecutors 
for the conduct of prosecutions arising out of this Act; and the persons so appointed as 
Company Prosecutors shall have all the powers and privileges conferred by that Codo 
on public prosecutors appointed under that Codo . 


2 of 1974 . 


(2 ) Notwithstanding anything contained in the Code of Criminal Procodure , 1973 , 
the Central Government may , in any casc arising out of this Act, direct any company 
prosecutor or authorise any other officer of Ceptral Government cither by name or by 
virtue of his office, to present an appeal from an order of acquittal passed by any Court 
other than a High Court and an appeal presented by arch prosecutor or other officer 
shall be deemed to have been validły prosented to the appellate Court. 


Payment of 
compense 
tion in 
cases of 
frivolous 
of vexatlous 
proccu 
tions . 


434 . (1) In respect of any casc Instituted upon the complaint of a shareholdet against 
the company or any officer thereof in pursuance of section 430, the provisions of 
section 250 of the Code of Criminal Proxedurc , 1973, shall not apply; and the following 
provisions sholl apply instead . 


2 of 1974 , 


(2) If the Magistrate by whom any such case is bcard discharges of acquits all or 
any of the accused , and is of the opinion that the accusation against them of any of 
them was false and either frivolous or vexatiou , the Magistrate may , by his order of 
discharge or acquittal, if the shareholder upon whose complaint the accusation was made 
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is present, call upon him forthwith to show CAUSE why he should not pay compensation 
to such accused or to cach or any of such accused when there is more than onc, or if 
such shareholder is not present, direct the issue of a summons to him to appear and 
show cause as aforesaid . 


( 3) The Magistrate shall rocord and consider any causc which such shareholder may 
show ; and if the Magistrate is satisfied that the accusation was falac and cithat frivolous 
or yoxatloue , he may , for reasons to be rccordod , direct that componisation of alch 
amount as he may determine be paid by such shareholder to the acoused or to cach or 
any of them , not exceeding five thousand rupocs in all . 


( 4) The Magistrate may , by the orier directing payment of the compensation under 
sub -section (3 ), further order that, in default of payment, of the compensation under 
sub-section (3), further order that, in default of paytacnt, the shareholder be ordered to 
pay such compensation and shall suffer imprkonment for a term not exceeding six 
months. 


(5) When any person is imprisoned under sub-section (4), the provisions of soctions 
68 and 69 of the Indian Penal Code shall , so far u may bo , apply . 


45 of 1860 . 


( No person who has been directed to pay compensation under this soction shall , 
by toason of such order, be capted from any civil or criminal liability in rospect of 
the complaint made by him : 


Provided that any amount paid to an accused person under this soction shall be taken 
into account in awarding compensation to such person to any subacquent civil puit 
relating to the same matter. 


(7) A complainant who has bcon ordered to pay compensation under sub-soction (3) 
by a Maglatrate may appeal from the order , in so far as It tolatos to tho payment of 
compensation , as if such complamani had boon convicted on a trial held by such 
Magistrato. 


( 8) Where an order for payment of compensation to an acousod person is made , the 
compensation shall not be paid to hitn before the period allowed for the prosentation 
of the appeal under sub -section (7 ) has clapoed ; or, if an appeal is preacntod, before the 
appcal has been decided . 


435 . (1) If , on an application made to a Judge of . High Court In Chambors by the Production 
Public Prosecutor of the State or by the Central Government, it is shown that there is And Inspoc 
reasonable cause to believe that any person has , while he was an officer of a company, ton of 
cotnmitted an offence in connection with the management of the company s affatto, and booles 
that evidence of the commission of the offence bo to be found in any book . or paport wbero 
of, or under the control of, the company, an order may be made 

offopoo 

suspected 
(a ) authorising any person named therein to inspoct the said books or papas or 
Any of them for the purpose of investigating, and obtaining ovidence of the 
commission of the offence ; or 


(6 ) requiring the managing director of manager of the company or such otha 
officer thereof as may be named in the order , to produce the said books or papots 
or any of them to a person , and at a place and time, named in the order. 


(2) Sub -section ( 1) shall apply also in relation to any books or papets of a person 
carrying on the business of banking so far as they relate to the company s affairs , as it 
applies to any books or papers of or under the control of the company, oxcept that do 
such order as is referred to in clawe (b ) thereof shall be made by virtue of this sub 
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mootion . 


( 3) No appeal shall like from the decision of a Judge of the High Court under this 
soction . 


e 


Penalty for 
false 
statements . 


ty for 


434 . If in my rotum , toport , certificato, bulanco-aheot, prospectus, statement or other 
document roquired by , or for the purposes of any of the provlalons of this Act , any 
Potson makes a statement 


436. If in any 


(a) which to falso in any material particular, mowing it to be false ; or 


(6 ) which omits an material fact, knowing it to be material, 


ho mull , HVO as otherwise cxpreokly provided in this Act, bo punishablo with 
Imprisonnent for a tam which may cxtend to two years , and shall also be liablo to 
fino . 


Penalty for 
falso 
cvidenoc . 


437. If any person intentionally giva falec evidence 

(a) upon any cxamination upon onth or solemn affirmation , authorbod under this 
Act; ot 


(6 ) in any affidavit, deposition or solonn affirmation, in a about the winding -up 
of any company under this Act, or otherwise in or about any matter arising under 
this Act; 


be shall be punishable with imprisonment for a term which may oxtend to seven yours, 
and shall also be table to fino 


Penalty 
where to 
specific 
penalty is 
provided 
clocwhere 
in the 
Act. 


438 . H . company or any officer in dofault or may owner patron contravenos any 
provision of this Act for which no punishmont is providod obowhero in thits Act or any 
condition , limitation or restriction subject to which may approval, sanction , consent, 
confirmation , tocognition , direction of exenption in rolation to any matter has boco 
accordad , given a granted , the company and every officer of the company who is in 
default or Arch other person shall be punishable with finc which may extend to five 
thousand rupocs , and what the contravention is a continuing one, with a further find 
which may extend to five hundred tupees for every day after the first during which the 
contravontion continues . 


439. (i) If any officer or employee of a company 


Penalty for 
wrongful 
withholding 
of property . 


(a ) wrongfully obtain popocenion of my proporty of a company; or 


(b ) having any auch property in his ponsession , wrongfully withholds it or 
knowingly applics it to purposes other than those expressed or directed in the articles 
and authorised by this Act ; 


hc shall, on the complaint of the company or any croditor or contributory thoroof, be 
punishable with fine which may extend to ten thousand rupocs . 


(2 ) The Court trying the offence may also order such officer or cmployoc to deliver 
up of refund , within a time to be fixed by the Court , any such property wrongfully 
obtained or wrongfully withheld or kaowingly misapplied , or in a default , to suffor 
imprisonment for a torm which may extend to two years . 


Sc. 2] 
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folders en are duly some 


4 * 0 . If any person or persons trade or carry on burlacas under any dame or title of Penalty fot 
which tho word " Company " , " Limited " of the words " Private Limited " , at any trapropar 
contraction or imitation thereof is or are included that person or cach of thone persons wc of 
shall, unless the person a persons is or arc duly incorponted as a company , a cocapnay words 
with limited liability , or as a private company, as the case may be , be punishable with " Company " , 
Imprisonnent which may extend to six months and a fino pot cxccoding ftvo thousand " Limited 
tupcos . 

and " Privato 
Limited" . 


one way be,but the third thousand 


w 


y , or as a private company, as the comes composed 


Legal proceedings 


441. Where a limited company is a plaintiff or potitioner in any suit of other legal 
proceeding , any Court having jurisdiction in the matter may , if there is mon to 
believe that the company will be unable to pay the costs of the defendant If bo to 
successful in his defonce, requiro sufficient socurity to be given for those costs , and 
may stay all proceedings until the security is given . 


Power to 
toqutro 
limited 
company to 
give 
scoutry 
for coats . 


442 . (1) If any proceeding for negligonce , default, broach of duty , misfaasuDOC or Power to 
breach of trust against an officer of a company, it appons to the Court, Regional grant 
Director of the Thbunal hearing the case that he hs or may be liable in respect of the relief in 
acgligence , default , breach of duty , misfcusance or breach of trust but that he has noted certain 
honestly and reasonably , and that having regard to all the circunstances of the crac, CASCO . 
including those connocted with his appointment, he ought fairly to be cxcmod , the 
Court, Regional Director of the Tribunal may rollove him , cithot wholly or partly , from 
hb liability on such terms as it may think fit : 


Provided that in a criminal proceeding under this sub - soction , the Court, Roglonal 
Director of the Tribunal shall have po powot to grant rolief from any ołyil Hability 
which may attach to an officer in respect of such Dogligenoc , dofault, broach of duty , 
misfeasance or breach of trust. 


(2 ) Whoto any such officer has reason to apprehend that any procooding will of 
might be brought against him in respect of any negligat, default, broach of duty , 
misfcusance or breach of trust, he may apply to the Tribunal for rollef and the Tribunal 
shall have the samc power to relieve him as it will have had if it had beon A Court 
before which a proccoding against that officer for nogligence, default, broach of duty , 
misfeasence of breach of trust had been brought under sub-soction (1 ). 


(3 ) No Court , Regional Director or tho Tribunal shall grant any rollof to any officer 
undor sub -section (1 ) of sub - section (2 ) unless it hus , by potloc sarvod in the mante 
spocified by it , required tho Rogistrar and such other porson , if any , as it thinlo 
necessary, to show cousc why such relof should not be grantod . 


443 . ( 1) Any order made by 1 court under this Act may be enforced in the name Enforcement 
manner « decrec medo by the Court in a pult panding thcrola . 

of ordons 

of courts 
(2) Any ordor medo by the Tribunal may be coforood by the Tribunal or thic or Tribunal. 
Regional Director , as the case may be, in the same manter as if it were a dearoc made 
by a Court in a pult pending there , and it shall be lawful for that Tribunal or tho 
Regional Director to send , in the case of its inability to exocute such ordat , to the Court 
within the local limits of whoc jurisdiction 


( a ) in the case of an order against a company , the registorod office of the 
company is altuato ; or 
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(b ) in the case of an order against any other porson , the person concerned 
voluntarily resides , or carries on business of personally works for gain , 


and thereafter the Court to which such order is sent for execution shall execute the 
Baino order in the same manner like a doctor of that Court . 


Protcction 
of action 
taken in 
good faith . 


444. No suit, prosocution or other logal proccoding shall lio against the Govornment 
of any officer of Government or any other person in tospect of anything which is in 
good faith donc or intended to be done in pursuance of this Act of any rules or ordets 
made thereundet, of in respect of the publication by or under the authority of the 
Governinont or such officer of any report, paper or prococdings . 


Non - disclo 
sure of 
Information 
in cortain 
cases . 


445 . Notwithstanding anything contained in any other law for the time being in foroc , 
the Registrar, any officer of Government or any other person shall not be compellod to 
disclose to any Court , tribunal or other authority as to wherefrom he got any 
information which 


(a ) has led the Central Government to direct a special audit under section 413 or 
to order an investigation under sections 192 , 193 , 203 or 204 ; or 


(6 ) is or has been material or relevant in connoction with such special audit of 
investigation . 


446 . (1) If 


Protection 
of emplo 
yocs during 
investigation 
by inspector 
or pendency 
or procot 
ding before 
Court in 
certain 
cases . 


(a ) during the course of any investigation of the affairs and other mattan of or 
relating to a company , body or petson under section 192 , section 193 or section 194 , 
or of the membership and other matters of, or relating to company or the 
ownership of shares in or debcntures of a company or body corporate , or tho affairs 
and other mattors of, or relating to , a company , body or person ; undat soction 203 
or soction 204 ; or 


(b ) during the pendency of any proceeding against any person concerned in the 
conduct and management of the affairs of a company under Chapter V of Part VL 
such company , body or person proposes 


(1) to discharge, or 


( ii ) to punish , whether by dlamtesa , removal, raduction 
otherwise, 


to 


the rank or 


Any omployee, the company, body or person , as the case may be, shall send by post 
to the Tribunal previous intimation in writing of the action proposed against the 
ctnployee and if the Tribunal has any objection to the action proposed , it shall scad 
by post notice thereof in writing to the company , body or petson concerned . 


(2) If the company , body or person concerned docs not receive within thirty days 
of the sending of the previous intimation of the action proposed against the employec , 
any notice of the objection from the Tribunal, then and only then , the company , body 
or person concerned may procoed to take against the employee the action proposod . 


( 3) If the company , body or person concerned is dissatisfied with the objection raised 
by thc Tribunal, it may, within thirty days of the receipt of the notice of the objection , 
prefer an appeal to the Court in the prescribed manner and on payment of the 
prescribed fco . 


(4) The decision of the Court on such appeal shall be final and be binding on the 
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-VILMOST 


"Iribunal and on the company, body of person concerned . 


( 55) For the removal of doubt, it is hcrchy declared that the provisions of this section 
shall bave effect without prejudice to the provisions of any other law for the time being 
in force . 


447 . ( 1) Where the Central Government or Tribunal is tequired or authorised by any Powery of 
provision of this Act,- - 

Central 

Govoruncat 
(a ) to accord approval, sanction , conscnt, confirmation or rocognition to or in or Tribunal 
relation to , any matter; 

to pocond 

approval, 
(b ) to give any direction in relation to any matter, or 

etc ., 

subject to 
(c) to grant any cxetnption in relation to any matter, 

conditions 

and to 
then , in the absence of anything to the contrary contained in such or any other proscribe 
provision of this Act, the Central Government or Tribunal may accord , give or grant focs on 
such approval, sanction , conscnt, confirmation , recognition , diroction or excmption , applications . 
gubject to such conditions , limitations or restrictions as it may think fit to imposo and 
may , in the care of contravention of any such condition , limitation or restriction , roschd 
or withdraw . such approval, sanction , consent, confirmation , tocognition, direction or 
cxemption 


(2) Save as otherwisc expressly provided in this Act, overy application which may 
be , or is required to be, made to the Central Government of Tribunal under any 
provision of this Act -- 


(a ) in respect of any approval, sanction , consent, confirmation or recognition to 
be accorded by that Government or Tribunal to , or in relation to any matter, or 


(b ) in respoct of any diroction or cxcmption to be given or granted by that 
Government or Tribunal in relation to any matter , or 


(c ) in respect of any other matter, 


shall be accompanied by such foc as may be prescribed : 


Provided that different focs may be prescribed for applications in respect of different 
matters or in case of applications by companies , for applications by different classos 
of companics . 


448 . Notwithstanding anything contained in this Act, 

Condonaton 

of delays 
(a ) where any application required to be made to the Central Governnent under in certain 
any provision of this Act in respect of any matter is not made within the time cascs . 
specificd therein , that Govertinent may , for trasons to be rocorded in writing , 
condonc the delay ; 


(b ) where any document required to be filed with the Registrar under any 
provision of this Act is not filed within the time specified therein , tho Central 
Government may , for reasons to be recorded in writing, condone the delay. 
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IN 


Amam ! 
tepont lry 
Central 
Govern 
mont. 


449 . The Contral Govertiment shall cause a general atual toport on the workdog 
and administration of this Act to be properod and laid boforc both Houses of Parliament 
within onc your of the chose of the yar to which the teport relatos . 


Powo to 
altet 
Schodules . 


Schedules, forms and rules 
450 . (1) Şubject to the provisions of this section , the Contral Government may , by 
notification , altor any of the regulations , rules , tables, forms and other provisions 
contained b any of the Schodulas to this Act: 


Provided that the power conferred under this sub -section shall include the power to 
specify differont forms of accounts for difforent class of companica . 


(2) Any alteration notified under sub -soction (1) shall have offoct as if cnacted in 
this Act and shall come into force on the date of the notification , unless the notification 
otherwise directs . 


(3 ) Bvory alteration made by the Central Govomment undor sub - section (1) shall be 
lald as moon as may be after it is made beforc cach House of Parliament while it is in 

casion for u total perlod of thirty days which may be comprised in one scasion or in 
two ar moro moccasive scasions, and if , before the expiry of the session immcdiatoly 
following the soulon or the sucocasive sessions aforesaid , both Houses agroc in making 
any modification in the alteration , or both Houses agree that the alteration should not 
bo made , the alteration shall thereafter have effect only in such modified form or be of 
ho offoct; as the cox may be, so , however , that any ach modification or annulment 
shall be without prejudice to the validity of anything previously done in pursuance of 
that alteration 


451. (I) The Cantral Government may, by notification , take rules for carrying out 
the purposes of this Act. 


Powet of 
Central 
Government 
to make 
tulas . 


(2) In particular, and without prejudice to the generality of the foregoing power , such 
rules may provide for all of any of the following matters , namely : 


(1) the sallont fatures of abridged prospectus under clause ( 1) of section 2 ; 


( 11) socounting standard under clause (2 ) of soction 2 ; 


( iii) forta of return to be filled with the Registrar under proviso to scctlon 5 ; 


( iv ) the foc for obtaining a copy of motnonndum , articles and cvery other 
grootont and resolution , if not ombodiad in momorandum or articles under sub 
section (2) of section 19 ; 


(v ) the means of service of a doamment on a company or an its officcr under ab . 
section ( 1) of soction 25; 


(v ) the rules roquired to be followod by a fotoign company undat clause ( ) of 
soction 28 ; 


( vii) the provisions of the Act to be complied with by a foreign company with 
togard to the business carriod on by much company in India under sub - section (2) . 
of soction 29 ; 
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(viii) the time within which and particulars with which a return bo dellvotod to 
tinc Registrar under soction 31 ; 


( ix ) the form of Hat relating to the place of bustocas cotablished by foreign 
contpany in Indi, to be filled with the Registrut under sub- soction (3) of soction 32; 

(r) the rules, subject to which wach modification or adaptation made in soothom 
130 , is applicable on foreign company under clause (6 ) of aib soction ( 3) of soction 
38 ; 


(xl) focs payable to the Registrar for registration of any document undet saction 


39 , 


(xii) the mamer of certification of the translated copy of instrument, anactment 
or provision , or copies thetoof of a company , if not to Bagliab , under mub- chauve ( ) 
of clause (a) of sub - section (1) of section 40; 


(all) the statement with respect to mattat relating to accounts of the company to 
bo tocluded in a prospectus under provino to clausc (c ) of nub -sootloo ( ) of rootion 


40; 


( xiv ) the manner of certification of the translated copy of contract adot aub 
soction (2 ) of section 42 ; 


(tv ) roquitotront of disclosures in prospoctus and letter of offer, oto ., and tales 
applicable for offor of Indian Depository Roooipts undat soction 43 ; 


(rv ) the matter to be statod and roports to be act out to the prospectus undor sub 
section ( 2) of soction 48 ; 


(xvii) matters to be prescribed under proviso to sub-soction (7) of mooton 48; 

(rvili) the documents to be attached , in case of a ptospoctus losunod generally, 
under clause (b ) of sub -acction (1) of section 50 , 


( xix ) thc tinc within which information memorandum is roquired to be filed under 
sub -section ( 3) of section 51; 


(xx ) the period of accepting the minimum subscription and for proscribing the 
rate of interest which would be payable by the diroctors jointly and severally in caso 
the money so received is not repaid within eight days after tho cxpiry of the period 
under sub - section ( 7 ) of section 62; 


(x1) the rate of interest required to be paid on moncys at application tooney in 
excess of allotment if pot repaid within eight days after axch moncys booomes duo 
for tho repayment; 


( cxii ) the manner of verification of copics of contract under cluumbo (b ) of sub 
section ( 1) of soction 66 ; 


(xxiii ) the particulars of the contract to be filled with the Registrar in o o tho 
contract is not roduced in writing for allotment for consideration other than in cash 
under sub- section (2 ) of section 66; 


(xxiv ) the uppor limit of perocntage of commimion which can be paid to my 
person for subscribing or agroping to subscribe or proouring of agrooing to procure 
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mubacription of asty socurities of the company under sub -section ( 1) of sectat: 67; 


( xxv) the form declaration of solvency by a company under sub - section ( 
scuon 69; 


of 


( covi) the particulars to be entered in the register to be maintained under sub 
section (3 ) of section 69; 

(mvit) the particulars which a notice shall contain under clause (b) of sub-section 
(1) of soction 74 ; 


(xxviil ) the conditions in accordance with which , every cmployec s stock option 
xhall be made under clause ( c ) of sub - section ( 7 ) of section 74 ; 


( xix ) the manner of nomination under sub - section (2 ), sub -section (3 ), sub - section 
(4), and the manner in which the pomination is variad of cancelled under sub 
section ( ) and the manner to appoint a person to become entitled to share in or 
debenture of the company, in the cvent of death , during the minority , of a minor 
nominoo under sub -soction (5) of section 75 ; 


(x ) the time and manner of lasue or rcnow of a certificate of issue of duplicate 
thereof, the form of certificate or a duplicate thoroof, the particulars to be coterod in 
the registot of mombers , the form of such register, the foc on payment of which , the 
terms and conditions on which a certificate may be tenewed or a duplicate thereot 
may be issued under sub - section ( 1 ) of section 76 ; 


( 

x l ) the rules and conditions relating to the cquity share capital with differentie ! 
rights as to dividend , voting or otherwise of a company Limited by share under sub 
clause ( ii ) of clauso ( a ) of section 78 ; 


(xrni) the foe to be accompanied with an appeal or application to Tribunal under 
sub- section ( 11) of soction 97 ; 


( xxxiii ) the forn in which and the period within which a trust deod for securing 
any issue of debenture be executed under sub-section (1 ) of section 103 ; 


( arriv ) the sum to be payable for obtaining thc copies of the trust dood under 
sub - section ( 2 ) of section 103 ; 


(xxxv ) the fee payable for obtaining a copy of Trust Deed for securing issue of 
dobenturo under sub- scction (1) of section 106 ; 


(ar ) to lay down , the limits up to which , the manner in which and the 
conditions subject to which deposit may be invited or accepted under gub -section (3 ) 
of soction 112; 


(xxxvil) the fort and manner in which an advertisement including therein a 
statement showing the financial position of the company is to be issued under clause 
(b ) of sub - soction ( 4 ) of section 112 ; 


(xviii) the categories of amounts not to be included in deposits under 
Explanation to sub-section (12 ) of soction 112; 


(xxx) the particulars of charge crcatod or evidenced , and the manner in which 
the copy of instrument be verified and fee on payment of which instrument or copy 
thereof be allowed to be filed with the Registrar under sub -section (1 ) of section 
113 ; 
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(x ) the manner of verificatiot of copy of the thstrument areating a purporting 
to ctcate the charge under sub-section ( 1) of section 113 ; 


( x ) the manner in which the copy of the dood is to be verified under alb - roction 
( 1) of section 115 ; 


(xii ) the amount of fee payable on , the form and manger in which , and the period 
within which tbe particulars of all the charges be forwarded to Rogistrar imdat sub 
sation (2 ) of sosion 116 ; 


(xlii ) the form in and manner in which the dooument of charges be filod and the 
forin it. which such document be kept in the rogister under clause (a ) of aib -section 
( of soction 11 


( xliv ) the feo on payment of which an inspection of the register be made under 
sub -section ( ) of section 116 ; 


(xlv ) the form for keeping chropological index of charges in such index and the 
particulats of charge under sub-section (7 ) of section 116 ; 


( tl ) the foc on payment of which the Registrar shall enter the facts in the 
register of charges uxchor sub- section ( 1) of section 119 ; 


(xlvii) the form in which intimation of payment or satisfaction of charge be sont 
and the fre payable under sub -section (1 ) of section 120, 


( xlviii) the foc for inspection of register of charges under sub -section ( 1) of section 
124 ; 


(dir) safoguards to be provided for keeping rocords of the particulats of the 
members and holders of debenturas in the computer floppy or diskettes under sub 
soction (10 ) oť scction 128 ; 


( ) the upper lisait of tomuncration of ctoployoos for the purpose of clauso (h ) of 
sub- section (1), and the form in which the annual rotutns is to be filod under sub 
section ( 1) oi scotia 130 ; 


( li) the form in which the duly verified declaration be filed with thc Rogistrar 
under clause ( ) of sub -section ( 1) of section 131 ; 


(lii) the preservation and disposal of the register, index and returns under sub 
soction (2 ) of section 132 ; 


( lill) payment of sum to be made by other than mctbets and debonture-holdets 
of the company for inspection under clause (b ) of sub -section (3) of section 132; 


(liv) payment of sum to be made for obtaining copics of register of members, 
under clause ( ) of sub - section ( 4) of section 132 ; 


(lv) applicaria of adaptations and modifications of certain sections of the Act 
under sub -sectio . ( 2 ) of section 135 ; 


(lvi) the form for the instrument appointing a proxy under sub - section (2 ) and the 
time within which such instrument be furnishod under clausc (b ) of sub- section (0 ) 
of section 141; 
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( hvil) the intervals within which the minutes of prooocdings kept on loose -leaf 
stylc be bound under sub - section ( of scction 152 ; 


( lviil) sums to be paid by e tuanbor for obtaining a copy of the minutou 
proceedings of gaboral meeting under pub - rection (2 ) of section 153; 


( lix ) highor focs that tway be payable to a director for attending a mooting of 
Board or a Committee thatoof under proviso to sui -section (2) of routiua 155; 


( Lv ) the porcentage of profits to bo transformed to the Tervos utedet sub-section 
(4 ) of soction 160; 


( lxi) the forms of statement in which the particulars of unpaid or unclaimed 
dividend transforted to the Central Govorimant by to bo furnishod under sub - soction 
( 5) of soctia 161; 


(lxil) the particulars relating to utilisation of materials of labour or to the other 
Items of cost by any class of companics under clause (d ) of sub -section (1) of 
soction 163 ; 


( lxiii) the form of proparation of consolidated accounts under sub - section (2 ) of 
section 168 ; 


(liv ) the manner in which the conservation of argy , technology eboorption , 
foreign exchange carnings and outgo to be containod be a report of Bourd under 
clause (e) of sub -soction (1 ) of soction 173; 


(Irv ) the manner in which the tacamures taken for protection of cnvironment to be 
contained in a report of the Board under clauso of sub -section (1) of section 173 ; 


(brvt) the fort man which a statement showing the particulars of remuneration to 
be pald during the financial year to which it relates to every diroctor bo included in 
the Board s report under clausos (h) and (c ) of sub-section ( 4) of section 173 ; 


(Livii ) the form of statement to be made by company or society is to be mado 
under sub -section (1 ) of soction 179 ; 


( lxviii) the form in which and the únic within which the auditor shull make his 
toport undor sub - section ( 1) of section 189; 


( lxir ) the guidelines for scizure of documents by Rogistrar under sub -section (3) 
of soction 191 ; 


( lxx) the guidelincs for seizurt of documents by inspectors under sub- section (5) 
of section 196 ; 


(Ind ) the foc on payment of which a copy of the toport bo furnishod to any 
per on specified under sub - clALRC (i) and sub - clause (it) of clause (b ) of sub- section 
( 2 ) of section 197 ; 


(lui) the manner in which a copy of any report of any inspector or inspectors 
be authonticated under section 202 ; 


( Loail) specifying such sum of paid-up share capital of a public company or a 
private company with a subsidiary of public company for the purpose to have a 
managing or whole- time director or managet under sub - 8cction ( 1) and the form of 
return for filing the particulats of appointment under sub - cction ( 2 ) of soction 220 ; 
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( laxiv ) the form for dlaclowne of the substantial interest in appointment of the 
solo selling agent in India the Board s report under the proviso to sub-coction (1) of 
section 232; 


(lxxv ) the fom for disclosure giving particulars rolating to tho appointment of a 
sole selling ageat for any are outsido bdia as a separatc itata in the bourd s ropott 
under sub -section (2 ) of soction 232 ; 


(kurvi) the conditions subject to which logn may be given to say managing or 
wholo - timo direi undor first proviso to sub- section ( 1) of soction 233 ; 


(lxxvii) the form of return to be filed with the Registrar under sub -section (2) of 
section 238; 


(baxviii) the foe for inspection to be paid by a person other than member of the 
company under sub -roction ( 4) of soction 238 ; 


(lxax) the foo to be paid for inspection of register under saub -tootan (2 ) of soction 
240 ; 


( lrxx ) the upper limit of total monthly remunotation for any office or place of 
profit under clauac (b ) of Alb -coction (1) of soction 244; 

( LxxxI) the form of certificato and conditions to be spocified in the octtificato to 
be attached with the report of the Bontd under sub -section ( 1) of section 256 ; 


(Weil) the theme of notices to be given under sub - section ( 1) ad clause (a ) of 
pub-section ( 2 ) of scction 268 ; 


(Lopriil) the information to be attached to offer of a scheme or contract under ab 
claunc ( ) of clause (a ) of sub -section (5) of section 268; 


( lxxxiv ) determination of price for acquiring the shares under sub soction (2 ) of 
soction 269 ; 


(Lxxxv) the authority for asocosing the compensation to be paid to the member of 
croditor under sub -section (3 ) of section 270 ; 


( Ixxxv ) the form for obtaining consent of ono or more of the membots of a 
company under sub -section ( ) of soction 272 ; 


(lavii) the bortos and conditions for the appointmont of Company Liquidator and 
the rotunoration payable to him indot sub-coction (3) of soction 297 ; 


(lumii ) the form of a statement of affairs to be furnishod undor sub -coction (4) 
of soction 302 ; 


(Inair ) the tonnner for koeping the proper books by the Company Liquidator 
undor sub-section (1) of acction 310, 


(XC) the inander of forwarding the copy of the order under ab- sootion (2 ) of 
soction 313; 


(xci) the period for filing an appeal in the Court undet aub - soction (2) of section 
314 ; 
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(xcii) the form of the statement and the particulars with respect to procordings 
under clauso (b ) of sub -section ( 1) of soction 337 and 346 respectively ; 


( xciil) the form in which a notice of appointinent is to ho delivered under sub 
section ( 1) of soction 351; 


( xciv ) the emoluments of the persons to be included under " Emplnyces other than 
Worlonen " under sub - clause (tv ) of claus (b ) of sub - section (3) of section 357 ; 


(XCV ) exceptions where formal proof of debt pot required under sub -section (0 ) of 
section 359 ; 


( xcvi) the rule for the disposal of books and papers of company in the cases to 
be specifted under clause (b ) of sub-section (3) of section 376 ; 


(xcvii) the form of statement and the particulars to be contained therein under 
sub -section ( 1) of section 377 ; 


(xcviii ) the focs to be paid to inspect the statement under sub -section (3) of section 
377 ; 


(xcix ) the form of statement and the particulats to be included therein in respect 
of dividend payable and assets refundabic under sub -section ( 3 ) of section 379 ; 


(c ) the fece payable for registration as a company under section 394 ; 


(ci) the manner of keeping the documents for inspection and the feos for 
inspection of document under clause (a ) of sub -section ( 1 ) of section 407; 


( cii ) the fees payable for obtaining certified copios under clause (b ) of sub 
section ( 1) of section 407 ; 


( ciii ) the amount of focs and manner of payment thereof to the Registrar under 
sub- section ( 1) of section 409 ; 


(civ ) the fces to be paid for belated filing under sub -scction (2 ) of section 409 ; 


(cv ) the mannct of payment to be made into the Public Account under section 
410 ; 


( cvi) utilisation of Investors Education and Protection Fund under sub-section (3 ) 
of soction 414 ; 


(cvil) the form of maintaining separate accounts under sub- section (4) of section 
414 ; 


( cviil ) the experience , qualifications and seniority of judicial members of the 
Tribunal under sub - section (3 ) of section 416 ; 


( cix) the experience , qualifications and seniority of the technical tricmber of the 
Tribunal under sub -section (4) of section 416 ; 


(cx ) the terms and conditions of service of the President, Vice- President and other 
members and staff of the Tribunal under sub -section ( 7 ) of sections 416 ; 


(cxi) the powers of a person numed for inquiry under sub- section ( ) of section 
424 ; 
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(cxii) the manner in which and the foc on payment of which an appal may be 
preferred to the Court under sub -section (3) of soction 446 ; 


( cxiii ) a fee for an application and differont focs for applications in respect of 
different matters be made under sub - section ( 2 ) of section 447 ; 


(cxiv) any other matter which is required to be , or may be , prescribed . 


( 3 ) Every rule made under this Act shall be laid , as soon as may be after it is made, 
before cach House of Parliament, while it is in session , for a total period of thirty days 
which may be comprised in one session or in two or more successive sessions , and if, 
before the expiry of the session immediately following the scasion or the successive 
sessions aforesaid, both Houses agree in making any modification in the rule or both 
Houses agree that the rulc should not be made, the rule shall thereof have effect only 
in such modified for or be of no effect, as the case may be; so , however, that any 
such modification of annulment shall be without prejudice to the validity of anything 
previously done under that rule. 


(4 ) Any rule made under sub - section ( 1) may provide that a contravention thereof 
shall be punishable with finc which may extend to five thousand rupees and where the 
contravention is a continuing one , with a further fine which may extend to five hundrod 
rupees for every day after the first during which such contravention continues . 


452 . (1) The Supreme Court, after consulting the High Courts , - 

Power of 

Suprotno 
(a ) shall make rules providing for all matters relating to the winding up of Court to 
companics .which , by this Act, are to be prescribed , and may make rules providing make rules. 
for all such matters as may be prescribed , except those rescrved to the Central 
Government under this Act; 


5 of 1908 . 


(b ) may make rules consistent with the Code of Civil Procedure, 1908 – 


(i) as to the mode of proceedings to be had for winding up a company in High 
Courts ; 


(ii) for the voluntary winding up of companies, whether by members or by 
crcditors; 


(iii) for the holding of mectings of creditors and members in connection with 
proceedings under section 263. 


( iv ) for giving effect to the provisions of this Act as to the reduction of the 
capital; and 


(v) generally for all applications to be made to the Court under the provisions 
of this Act. 


( 2) Without prejudice to the generality of the foregoing power , the Supreme Court 
may , by such rules , chable of require all or any of the powers and dulics conferred and 
imposed on the Court by this Act, in respect of the following matters, that is to say: 


(u ) the holding and conducting of meetings to ascertain the wishes of creditors 
and contributories ; 


(b ) the settling of lists of contributories and the rectifying of the register of 
members where required , and collecting and applying the assets ; 


; SOH 
30601407 
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( c ) the payment, delivery , conveyance , surrender or transfer of monoy , property , 
books or parets to the Liquidator ; 


(d ) the making of calls ; and 


( ) the fixing of a time within which debts and claims shall be proved ; 


to be exercised or performed by the Company Liquidator or any other liquidation as an 
officer of the Court, and subject to the control of the Court: 


Provided that the Liquidator shall not, without the special leave of the Court, rootify 
the register of members or make any call . 


( 3) Until rulos are made by the Supreme Court as aforesaid , all rules made by any 
High Court on the matters referred to in this section and in force at the commencoment 
of this Act, shall continue to be in forcc in so far as thoy are not inconsistent with the 
provisions of this Act in that High Court and in courts subordinate thereto . 


Repeals and savings 


Rapoal of 
Acts . 


453 . The Companies Act, 1956 and the Registration of Companies Act, Sikkim . 1961 
are hereby repealed . 


1 of 1956 . 


Saving of 
ordors , 
rules , etc ., 
bn fordd at 
commence 
mront of 
this Act. 


454 . Nothing in this Act shall affcct any order , rule, rogulation , appointment 
cunveyance, mortgage, deed , document or agrocment made, foc directed , resolution 
passod , direction given , proceeding taken , instrument oxecuted or ieguod , or thing dono, 
under of in putsuance of any previous companics law ; of the Acts repcalad under 
section 453 ; but any such order, rule , regulation , appointment, convcyanoc , mortgage, 
deod , documont, agreement, foc , resolution , diroction , procording, instrument or thing 
shell , if in force at the commencement of this Act, continuc to be in force, and so far 
as it could havo beon made , directed , passed , given , taken , exocuted , issued or dono 
under or in purgWANCE of this Act, shall have effect as if made, directed , passod , given 
takon , exocuted , issued or done under or in pursuance of this Act. 


435. Where the winding up of a company has commenced before the common coment 
of this Act 


Saving of 
pending 
prococdings 
for winding 
up . 


1 of 1956 . 


(1) sub -section (7) of section 379 of the Companics Act, 1936 shall apply in 
respoct of any moncys paid into the Companies Liquidation Account whother before 
or after such commencement; and 


( ii) the other provisions with respect to winding up contained in this Act shell 
not apply, but the company shall be wound up in the same manor and with theo 
samo incidents as if this Act had not boch passed 


1 of 1956 . 


(a ) sections 305, 351 and 350 of the Companies Act, 1956 shall, as fut us may 
bo, also apply in relation thereto ; 


(b ) the Liquidator appointed by the Court and functioning in any such winding 
up shall in such manner and at such time as may be prescribed by the Centru 
Government, pay the moneys roccived by him as such Liquidator, Into the public 
account of India in the Reactve Bank of India . 
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456 . Notwithstanding the repeal of the Act, under soction 453 

Construction 

of referen 
(a ) any document referring to any provision in the previous Companies laws shall ccs to 
be construed as referring to the corresponding provision in this Act ; 

farmer 
anactment 

in docu 
( b ) Any reference to an extraordinary resolution in the articles of a company , or monts . 
in any resolution passed in a gcncral meeting by the company, or in any other 
instrument, or in any law in force immcdiately before the commencement of this 
Act, shall , with cffect on and from such commencement, be construed as a reference 
to a special resolution ; 


(C ) any person appointed to any office under or by virtue of any provlous 
companies laws shall be deemed to have been appointed to that office undor or by 
virtue of this Act; 


( d ) the offices existing at the commoncement of this Act for the registration of 
companies shall be continued us if they had bocn established under this Act; 


(e ) any register kept under the provisions of any previous companies law shall be 
decmod to be part of the register to be kept under the corresponding provisions of 
this Act; 


y all funds constituted and accounts kept under this Act shall be deemed to be 
in continuation of the corresponding funds constituted and accounts kopt under 
previous companies laws; and 


(8 ) nothing in this Act shall affect the incorporation of any company rogistered 
under any enactment hcrcby tepcalcd. 


1 of 1936 . 


1 of 1956 


4 $ 7 . (1 ) Nothing in this Act shall affect Tables A lo F in Schedule I annexed to the Saving of 
Companies Act, 1956 or any part thereof as they stood immediately before the certain 
commencement of this Act in so far as any of the tables apply to any company existing provisions 
at such commencement. 

of, and 
rules under 

previous 
(2 ) Notwithstanding the repcal of the Companies Act, 1956 , the provisions of companies 
Schedule I, Schedule II, Schedule III , Schedule IV , Schedule V , Schedules VII to XII Law . 
and Schedule XV , of that Act as they stood immediately before the commencement of 
this Act shall continue to apply to companies to which the said provisions applics, even 
after such commencement as if they are contained in this Act until suitable provisions 
therefor are made by the rules under the corresponding provisions of this Act. 


nade by tient as if the companies to wadiately before 


458 . The mention of particular matters in sections 454 to 457 or in any other 
provision of this Act shall not prejudice the gcncral application of section 6 of the 
General Clauses Act, 1897, with respect to the effect of repcals. 


10 of 1897. 


Section 6 
of the 
Gencral 
clauses 
Act , 1897 
to apply 
In addition 
to sections 
454 to 457 . 


SCHEDULE I 


( See section 169 ) 
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The balance sheet of a company shall be either in borizontal form or vertical form : 


A . HORIZONTAL FORM 


Balance Sheet of 

(Here enter the name of the Company] 


As at 
[Here enter the date as at which the balance sheet is made out 


LIABILITIES 


ASSETS 


Instructions b accordance with which 

Liabilities should be made out 


Instructions in accordance with 
which assets should be made out 


Figures for 
the previous 

year 
Rs. 
(b ) 


Figures for Figures for 
the current the previous 
year 
Rs. 

Rs. 
(b ) 

(b ) 


ycar 


Figures for 
the current 

yeat 
Rs. 
6 ) 
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* Terms of redemption or convasion (if * SHARE CAPITAL 

* FIXED ASSETS 

* Under cach head the original cost, and 
any) , of any redeemable preference 

the additions thereto and adjustment on 
capita to be 

Authorised _ shares of Rs. Distinguishing as far as possible account of revaluation , and deductions 
stated ,together with earliest date of each 

between cxpenditure upon 

therefrom during the year, and the total 
redemption or conversion . + Issued (distinguishing between the 

depreciation written off adjusted to 
various classes of capital and stating the (a ) brand equity or goodwil , (b ) land revaluation or provided up to the end of 
Particulars of the different classes of particulars specified below , in respect (c ) buildings, (d) leasehold (specify the year to be stated . 
shares to be given : 

of cach class ) shares of Rs. naturc ), (e ) rail-way sidings , (f) plant 
cach . 

und mechanery , (g) ships, (h ) aircrafts, Where the original cost aforesaid and 
a ) On basis of varying differential rights 

(1) fumiture and fittings, development additions and deductions thereto , relates to 
+ Subscribed (distinguishing between the of property , (k ) patents, trade marks , any fixed asset which has been acquired 
b ) Preference as to dividend and various classes of Capital and stating designs & other similar rights, ) live - from a country outside India and in 
repayment rights . 

the particulars specified below in respect stock , (m ) vehicles, (a ) capital work in consequence of a change in the rate of 
of each class ). 

progress, and (o ) others to be specified ) exchange at any time after the acquisition 
Number of shares and morninal value in 

of such asset, there has been an increase 
respect of subscribed , issued and called (c) shares of Rs. _ each 

or reduction in the liability of the 
up capital shall be shown after Rs. _ called up . 

company , as expressed in Indian currency , 
excluding number and nominal value of 

for making payment towards the whole or 
shares bought back were during the Of the above shares shares are 

a part of the cost of the asset or for 
year, the company has bought back any allotted as fully paid up putsuant to a 

repayment of the whok or a part of 
of its stares , the nunber and nominal contract without payments being 

mokeys borrowed by the company from 
value of such shares and important received in cash . 

any person , directly or indirectly in any 


(PartII 


tams as which stares have been bought 
back shall be shown by way of 
footnote . 
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Terms of Conversion of any Depository 
reocipt to be stated together with earliest 
date of conversion or redemption . 
Shares reissuable undet 
conversion option to be specified 


+ Particulars of any option including 
Employees Stock Option (ESOP) 
missied share capital to be specified by 
way of footnote . 


( Specify the source from which bonus 
stures are issted , c.g. capitalization of 
Profits or Reserves or from Security 
Premium Account). 


of the above shares staros ir 

foreign currency specifically for the 
allotted is fully paid up by way of 

purpose of acquiring the asset (being in 
bonus shares ). 

either case the liability existing 
Less : Call mpaid . 

immediately before the date on which the 

change in the rate of exchunge takes 
(1) By Directors 

effcct), the amount by which the liability 
( ii ) By Others 

is so incased or reduced during the year, 

shall be added to , or , as the case may be 
Less: Par value of shares bought back INVESTMENTS 

deducted from the cost, and the amount 
[ + Add : Forfeited shares (amount Showing nature of investments and arrived at after such addition of deduction 
originally paid- up )]. 

mode of valuation , for example, cost a shall be taken to be the cost of the fixed 
market value and distinguishing isset. 
between 

Explanation : 
* RESERVES 

( 1) Investments in Government or Trust 
Securities 

(a ) Foreign currency for the purpose of the 
(1) Securities Premium Account 

Schedulc , means any currency other than 
(2) Investments in shares , debentures o the Indian Currency , 
(2 )Capital Reserves 

bonds/GDRSDRs showing separately 

shares fully paid up and partly paid -up (6 ) Rate of Exchange for the purposes of 
(3 ) Debenture Redemption Reserve , mod also distinguishing the different his schedule means the rate quoted by a 

classes of shares and showing ako Bank or other aothorised dealer in Foreign 
(4) Capital Redemption Reserve similar details of investments in shares , Exchange at which the Rupee may be 

debentures of bonds of subsidiary exchanged for 1 unit of a Foreign 
(5) Revaluation Reserve companies . 

Currency or Foreign Currency may be 

changed for a Rupec . 
(6 ) Other Reserves specifying the nature (3 ) Immovable properties 
of each Reserve and the amount in 

Where there has been a revaluation of 
respect thereof: 

(4 ) Investments in the capital of asset(s) in the current year the fact and 
partnership firms. 

basis thereof shall be stated . 
(a) Proposed additions to Reserves 

(5) Amount deposited in Portfolio Unda cach bead the assets which are not 
(b ) Balance in Profit and loss account Management Scheme. 

reflected as a specific iam because it is 
after providing allocations e.g . 

held as lessec . The description and 
Dividend, Bonus and Reserves . 

estimated value there of shall be disclosed 

by way of a statement attached . 
(7) Sinking Funds 

CURRENT ASSETS . LOANS AND 
ADVANCES 

The original cost of Assets developed an 
QUASI EQUITY 

Build Opatate Own and Transfer (BOOT) I 
( A ) CURRENT ASSETS 

basic along with material. tett to be 
Instrument for raising capital incucing 

disclosed separately by way of a bote . 
those having features of both debt and (1) Interest eccrued on Investtoents . 
equity instruments . 

(2) Stores and spare parts 
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Any capital profit on cancellation of 
bought back Shares o a purchase 
stare belov par value should be 
transferred to Capital Reserve . 


* Additions and deductions since last 
balance - steet to be shown under each of 
the specified beads. 


J 


The word " funda in relation to any 
*Reserve stould be used only where 
sich Reserve is specifically represental 
by eartasked investments . 


( 3) Loose Tools 


* Aggregate amornt of company s quoted 
investments mod so the ct value 
thereof shall be shown. 


* Aggregate woont of company s coquoted 
forrestreat shall also be shown. 
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Sec foot pote ( 1) 


Description , mit value and material SECURED LOANS 
terms to be indicated in respect of ach 

(4 ) Stock - in - Trade 
class of instrument (A ) LONG TERM 

(5) Wats- in -Progress 
Long- Tern loats for the purposes of * * (1) Debentures 
this schedule means loans, which fall (2 ) Loans aod Advances from Banks (6 ) Sundry Debtors 
due for payment in period more than 
twelve months from the date on which (3) Loans from Financial Institutions (2 ) Debts outstanding for a period 
they are received h determining when 

exceeding six months. 
a loan or an advance falls duc for (4 ) Loans and Advances from 
payment, due consideration shall be subsidiarics . 

(b ) Other debts 
given to the substance of the relevant 

(Loss : Provision ) 
transaction 

(5 ) Other Loons and Advances (specify 

nature ). 
Rate of interest, date of issue 

( 7) Assets developed on the Basis of 
(B ) SHORT TERM 

Build Operate md Transfa ed 
* * Terms of redemption or conversion 

Lase . 
(if any) of debts issued to be stated (0 ) Banks 
together with earliest date of redemption (1 ) Financial Institutions 

(8 ) Cash balance as hand 
or conversion 

(ii ) Subsidiary Companies 
(iv ) Others (specify nature ) . 

(9) Cheques & Drafts in hand. 
Particulars of any redeemed debentures 
which the company has power to reissuc UNSECURED LOANS 

( 10 ) Bank balances 
shall be given . 
LONG TERM 

(a ) with Scheduled Banks ; 
Interest accrued and due on any Loans 

(b ) with others 
should be included under the respective ( 1) Fixed Deposits 
sub- heads under Loans. 

(2) Loans and Advances from 

subsidiarics 
The nature of the security to be 
specified in cach case . 

SHORT TERM LOANS & (B ) LOANS AND ADVANCES 

ADVANCES 
Short Term Loan would include those 

( 11 ) (1) Advances od Lout 
wtich fall due for repaytnent within ( 1) From Banks 

subsidiaries . 
twelve months from their receipt. (2 ) From others 

Other Loats and Adymcos (specify (b ) Advanca od bans to partners taip 
Where loans have been guaranteed by Baturc ) 

fins in which the company or wy of 
manager and / or directors , a mention 

its subsidiaries is a partner 
thereof shall also be mnade and also the 
aggregate amount of such loans under 

(12 ) Bills of Exchange 
each bead . 

( 13) Advances recoverable in easte or in 
The nature of security to be specified in 

kind o for value to be received , c.g ., 
ach case . 

Rates , Taros , Insurance , etc . 


A amtury of financial position is per 
Latest rvailable balance sheet of the firm 
shall be madd to the bulanoc shoct of 
the company 
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Mode of valuation of stock shall be stated 
and the amount in respect of aw material 
shall also be stated separately where 
practicable . 


Mode of valuation of Wodyba - Propus 
stall be stated 


(PARTII-- 


In reged to sunday debtoos particulars to 
be given separately of (8 ) debts considered 
good and in respect of which the company 
is fully secured ; od (b ) debts considered 
good for which the company bokts no 
security othet then the debtor s personal 
security ; and (c) debts considered doubtful 


Lors froa Directors , Menejer , sbould CURRENT LIABILITIES 
be shown separately . 

PROVISIONS: 


AND 


(14) Balonces with Customs, Port Trust 
etc . (wbext payable on demand ) 


or bed . 


MISCELLANEOUS 
EXPENDITURE (to the atent sot 
with an off for adjusted !). 


Debts due by directors or other officas of 
the compeay a way of the cither 
sevendly a jointly with my other persoa 
a debt dusc by fimus a private 
companies respectively in which iny 
director is o partner a i director of 
meebet to be separately stated . 


Sec.2) 


Where to have boek getoed by A . CURRENT LIABILITIES 
manager tota directors peation 
that of shall bo be made and abo the ( 1) Acceptracts 
ngocpated out of such lots modet (2 ) Smarty Creditors 
each bead 

(3 ) Subsidiary Companies 

(4 ) Adroc payments md matpored 
The moment shall be stated beart scout for the portions for which 
deductico of become-tar , acept that is value bas still to be given 
the case of tax - frec dvidends thic 
tount stall be shown free of become (5) Unclaimed Dividends 
ta upd the fact that it is so shon skull 
be stated . 

(6 ) Bacest doc ac fixed deposit 
The smamt of any guermtoes given by remaining vopaid 
the company ao behalf of directors a 
other officers of the company stull be (7 ) Itact acqued but pot duce a 
stated and what practiable , the goomal 

bons. 
pourt and mount of each such 
contingent liability , if material, stall (8 ) Other Liabilities (if any ) 
ako be specified . 


1. Preliminary apenas 
2 . Bepases including commission ar 
brokerage area adervriting or 
sobacciption of securities 


3. Discount allowed as the issue of 
soolastics 


Debts due from other compraics moder the 
smc tomagemed as explained in Note 14 
to be disclosed with the mmcs of the 
Coopenies. 


4 . btaest paid out of capital during 
construction (also stating the rate of 
interests ). 
5. Development apenditure not 
Adjusted . 


the marinuo mount doc by directors ar 
other officers of the company at any time 
during the year to be shown by way of a 
pole . 
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B . PROVISIONS 


The paiod for which the divideods ir 
in arcu or if there is more than one 
class of shares , the dividends ao anch 
such class are in arrear stull be stated . 


6. Other iteos (specifying naturt ). 
PROFIT AND LOSS ACCOUNT 


The provision to be shown poder this bead 
sbould not aceed the amounts of debts 
stated to be considered doubtful of bed 
and my surplus of such provisioa , if 
already creatod , should be shown at every 
closing de Reserve and Surplus (m 
the Liabilities side ) under a spetale sub 
bead " Reserve for Doubtful of Bed Debts." 


(8) Provision for Taxation 
9) Proposed Dividencka 


The period for which interest is in 
urcats ca deposits and mount of ova 
due deposits , if any , es shall be stated . 


( 10 ) For contingencias. 


(11) For Provident Fund Scheme. 


be tegard to bunk belancas , particulars to 
be given spenately of - 


(12 ) For instance, pension and similar 
staff benefit schetnes . 


o the balances lying with Scheduled 
Bank an arrent accounts , call scopos 
and deposit accounts , 


(13) Other provisions 


A foot pote to the balance sheet may be 
added to store separately : 


b ) the mennes of benkers other han 
Sabadeled boks med bedances lying with 
ac sad bake a creat ucсovots, all 

ccounts and deposit soos oad the 
mario mount storting & my time 
decing the year from each s baakas, 
od 


1. Clims against the company sot 

acknowledge as dett. 


2 . Uncalled liability on shares partly 

paid . 


007 


c ) the nature of the interest, if any, of any 
director of his relative in cach of the 
bankers ( other than scheduled banks) 
referred to in b ) above . 


3 . Arrears of fixed cumulative 

dividends. 


4 . Estimated amount of contracts 

remaining to be executed on capital 
account and not provided for . 


The above instructions regarding 
" Sundry Debtors “ apply to " Loans and 
Advances " also . 


5 . Estimated amount of contractual 

future obligations e.g . with regard 
to assets acquired on finance lease . 


[ Show here the debit balance of profit and 
loss account carried forward after 
deduction of the uncommitted reserves, if 
any.) 


6 . Other money for which the 

company is contingently liable. 
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B . VERTICAL FORM 


Name of the Company - 


Balance Sheet as at 


Schedulc No . 


Figures as at the figures as at tbo 
end of current and of prevlas 
financial year financial year 
Rs. 

Rs. 


ILHA 


I, Sources of funds: 


(1) 


Share bolder s funds 


(a ) Capital 


(h ) Reserves and Surplus 


(c ) Quasi Equity 


(2 ) Loon funds 


Secured loans 


( a ) Long Term 


(h ) Short Terin 


Unsecured loans 


TOTAL : 


II. Applications of funds : 


( 1) Fixed assets 


(a ) Gross block 


(b ) Less depreciation 


(C) Net block 


( d ) Capital work -in -progress 
( 2 ) Investments 


( 3 ) Current assets , loans and advances: 


(a ) Inventories 


(b ) Sundry debtors 
( ) Cash and bank balances 


( d) Other current assets 


2- )5 . RS / F431- A 

+ 4 
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(6) Amount deployed 

In Port -Pollo Management Scheme 


(1) Aneta doveloped on the basis of Built , 

Oporate and Transfer or Lease 


(0) Louns and advancos 


Current liabilities and provisions : 


(a) Liabilities 


(b ) Provisions 


(4) Net current stets 


(a ) Miocollmoous expanditure to the extent 

Dot written off or adjustod 


(b) Profit and Loss account 


TOTAL: 


Notes : 


1 . Details under aach of the above items shall bo gvon in separate Schedules . The Schodules shall incorporate 
all the information roguirod to be given under A - Horizontal Pomm rond with notes containing gaboral instructions 
for propanation of balance shoot. 


2. Tho Schodulos, rofotrod to abovo, accounting policies and explanatory dotos that may be attached shall 
form an intogral part of the balanoc shoct. 


3 . Figures in the balance shoct may be founded off as indicated in Notc (6 ) containcd in general tastruction 
for properation of Balance Sheet . 


4 . A foot-poto to the balance shoot may be added to show soparately contingent liabilitios . 


N 


/ N 


/ F - 31- B 


2080140F 
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Requtrements 


to profit and Lom Account 


(See soction 169 ) 


1. The provisions of this part shall apply to the income and expenditure sooount rofotod to in pub -rootion (2 ) 
of section 168 of tho Act, in liko manot as they apply to profit and lons socount, but subfoot to the 
modification of references as specified in that sub - section . 


2 . The profit and loss account 


(a ) shall be so made out ng cloarty to disclose the result of the worlding of the company during the period 
covered by the account; and 


(6 ) shall disclooc cray material fcature , including credits or rooipts and dobite or expatna to teapoct of 
non -rocuring transactions or transactions of an arcoptional maturo . 


3. The profit and loss nocount shall set out the various items relating to the moomo and exponditute of the 
company arranged under the most convenient henda; and bon particular, shall disclose the following information 
In respoct of the period covorod by tho account, mamoly: 


( ) (a ) Tbc tonover , that is , the agerogato amount of which sules are offootod by the company , giving the 
amount of sales in respoct of each class of gooda dealt with by the company , and indicating the quantidas of Arch 
sales for each class separately ; 


(b) Commission paid to sole selling agents under this Act; 
(c) Commission paid to other selling agenta ; 
(d) Brokerage and discount on salos, other than tho waual trado dlacount. 


(u ) (a) In the case of manufacturing companies, – 


(1) The value of the nw materials consutnod, giving itotn -wlao break - up and indicating the quantidad 
thereof , In this break -up , as far as possible , all tmportant besto raw materials shall be shown as koparato 
items. The intermodintos of compoponta procurod from other manufacturen may, if thoir let is too largo 
to be included in the break -up , bc grouped under suitablo houdings without mentioning the quantitia , 
provided all those items which in value individually nocount for ton per cent or more of the total value of 
the raw material conamod shall be shown as noparato and distinct items with quantities thatoof in the break 
up 


(2) (a ) The opening and closing stocks of goods producod , głying break - up in torpoot of anch class of goods 
and indicating the quantities thatoof . 


(b ) In the case of trading companies, the purchases made and the oponing and closing stocks, giving break 
up in respect of each class of goods traded in by the company and indicating the quantities thoroof. 


(c ) In the case of companies rondering or supplying services, the grow 
tendered or suppliod . 


Income derived from sarvicos 


(d ) In the case of a company, which falls under more than one of the categories montioned in (a), (b ) and 
(c) above , it shall be sufficient compliance with the roquiremonts horoin f the total amounts are shown to 
toc poct of the opening and closing stocks , purchases, sales and consumption of raw material with value and 
quantitative break -up and the gross income from services rendered is shown . 


(o) In the caac of othar companies, the grows inoomc derived under different bonds . 
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Noto 1 . Tbo quantities of raw materials purchascs , stock and the turnova shall be expressed in quantitativo 
denominations in which these and normally purchased or sold in tho market. 


Noto 2 . -- In the case of trading companies , the importod itoms shall be classifiod in accordance with the 
classification adoptod by the Director General of Foreign Trade in granting the import licences . 


Note 3 . -- In giving the broak - up of purchases , stocks and turnover, itoms liko spare parts and accessories , the 
list of which is too large to be included in the break -up , may be grouped under suitable beadings without 
quantities , provided all those items, which m value individually account of ten por ocnt. or moto the total value 
of purchases, stocka , or turnover, as the CRC may bo , are shown As soparate and distinct itoms with quantitice 
thereof in the break -up . 


(ul) in the cast of all concerns having work - in -progres, the amounts for which such works have boon 
completed at the common.comont and at the end of the Accounting palod . 


(iv ) The amount provided for depreciation , renowals or diminution in value of fixed assets . 


If such provision is not made by means of a doprociation charge, the method adopted for making such provision . 


If no provision is mado for deprcolation , the fact that po provision hag boan mode shall be stated and dire 
quantum of artonts of doptociation computed in accordance with the Act shall be disclosod by way of a pote . 


(v ) The amount of interest on the company s debentures , loans and other loan stating separately the amount 
of intcroat, if any, paid or payable to the managing diroctoto and the manager. The amount of intotost on 
dobentures , loans and other liabilitics outstanding for a parlod cxcording six months from tho dato on which it 
bocamc payable shall bo statod separately . 


(va) The amount of charge for incomo- tex and other tax payable to Indian or Foreign auditors to be given 
soperatoly on profits , including, whore practicable , with Indian footno -tax stay taxation tempoood cloowbote to the 
axtant of the relict, if any , froth Indian income tax and distinguishing, wbare practicabla , botwoon inoomo-tex 
and other taxation . 


(vi) The amounts reservod for 


(a ) repayment of share capital; and 


(b ) repaymont of loans . 


( vii) (A ) The aggregate , if material, of any amounts sot asido or proposed to bo set asido , to tosarvas , but not 
including provisions made to moct any specific liability contingency or commitment known to exist at the date 
og at which the balanco -shoct is made up . 


(b ) The aggregate, if material, of any amounts withdrawn from such tosctva . 


( viii) (a ) Tho aggregate, if material, of the amounts to set aside to provisions made for mocting specific 
liabilities, contingencies or commitments . 


(b ) The aggregato , if material, of the amounts withdrawn from such provisions, as no longer required. 


( Lx ) Expenditure incurred on cach of the following itoms, separately for cach item -- 


(.) Consumption of stores and spare parts . 


(b ) Power and fucl. 
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(c ) Reni. 


(d ) Repairs to buildings . 


(e) Repairs to machinery , 


(O) (1 ) Salaries, wages and bonus . 


(2) Contribution to provident and other funda. 


( 3) Workmen and staff welfare expenses to the extent not adjusted from any provlow provision of acrve . 


Note 1. - Information in respect of this itcm should also be given in the balance shoot under the relevant 
provision or reserve account. 


(8 ) Insurance . 


(b ) Rates and taxes , excluding taxes on income, 


(1) Mloocllancou cxpcnscs : 


Providod that any itom under which the expenses cxocod one per cont of thc total rovanuo of the company 
or Rs. 50 , 000 whichovet is higher shall be shown as a separato and distinct item against an appropriate account 
head in the Profit and Loss Account and shall not be combined with any other item to be shown Undet 
"Miscellaneous expensou , 


(x ) (a) The amount of income from investments , distinguishing between trado Investments and other 
invastmonto . 


(6 ) Other income by way of interest, specifying the nature of the incomo. 


(c ) The amount of incomo- tax deducted if the grows incomo is stated under sub - paragraphs (a ) and (b ) abovo . 


(xi) (a ) Profits or loses on investments showing distinctly the extent of the profits and lossos carncd or 
incurred on account of mombership of a partnership firm to the extont not adjustod from any provious provision 
of reserve . 


Note. -- Information in respect of this item should also be given in thc balance shoct under the relevant 
provision or reserve account. 


(b ) Profits or losses in respect of transactions of a kind, pot usually undertaken by the company or undertakon 
in circunstances of an exceptional or non -tocurring nature, if material in atmount. 


(c ) Miscellancous income. 


(xil ) (a) Dividends from subsidiary companies. 


(6 ) Provisions for losses of subsidiary companies. 


(xiii ) The aggregate amount of the dividends paid , and proposed , and stating with details of tax deduction if 
applicable. 

(xiv ) Amount, if material, by which any items shown in the profit and loss account are affected by any 
change in the basis of accounting . 


4 . The profit and loss account shall also contain or give by way of a note detailed information , showing 
separately the following payments provided or made during tho financial year to the directors ( including managing 
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directors), or manager, if any , by the company, the subuldiarics of the company and any other person 


(1) managerial retouneration pald or payable during the financial your to the diroctons ( including managing 
directors ), managa , if any , under the Act. 


(U ) other allowances and commission including guarantoc commission (dotalls to bo givea ); 


(il ) any other porquisitos or beacfit in cash or in kind (stating approximato moncy value whare practicable ); 


( lv ) pensions , ot , 


(.) ponnions, 


(6 ) gratuitios , 


(c ) paytnants from provident funds , in cxcoss of own subscriptions and intarost thatoon , 


(d) compensation for long of office , 
(e) consideration in connection with retirement from office. 


5 . Tbo prodlt and loss account shall contain or glve way of a notc a gatomont showing the computation of not 
profit in accordance with relevant detail of tho calculation of the commandons payablo by way of paroantago 
of such profits to the directors ( including managing directors ), or manager (if any). 


6 . The profit and 10 scoount shall further contain or give by way of a poto dotailod informadon in togard 
O mounts peld to the auditor , whether as focs , exponses or otherwise for sorvices randotod 


( ) vs Auditor ; 


(b ) as advisor, or in any other capacity , in respect of - 


(1) taxation mattors ; 


(b ) company law matas ; 


(ul) management actvicos ; and 


(c) in any other matnet . 


7 . In the case of a manufacturing companies , the profit and lows account shall also contain , by way of a note 
in tospoct of each class of goods manufacturrod , detallad quantitative information in regard to the actual 
production : -- 


Note 1. — The actual production in tespect of the finished products mount for sale shall be mentionod. In CANCE 
where sctl- processod products are also sold by the company , separate details thoroof shall be given . 


Note 2 . — Information regarding production shall be disclosed fot onch classes of goods, for production of the 
saing ito at diffatont places to the Indian Trade Clasification referred to in Part II will be followed for this 
purpooc . 
8. The profit and loss account shall also contain by way of a note the following information , namely: 
(a) value of imports calculatod on C .I.F . basis by the compatiy during the financial year in respect of - 

(1) raw materlals ; 


TOL 
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(u ) components and spare parts; 


( ill) capital goods; 


(b ) expenditure in foreign currency during the financial year on account of royalty , know - how , profcasional, 
consultation fees , interest, and other matters ; 


(c ) valuc of all importod raw materials , spare parts and components consumod during the financial year da 
the value of all Indigonows raw materials spare parts and compononts similarly commod and the pace 
of cach to the total consumption ; 


(d ) the amount romitted during the year in foreign currencias on account of dividends, with a spocifio 
mention of the nutnber of non -resident shareholders , the number of shares hold by them on which the dividonda 
tolated ; 


(c) carning: in foreign exchange classificd under the following hoads, namely : 


(1) export of goods calculated op F.O .B . basis ; 
(11) royalty , know -how , professional and consultation focs; 


( ili ) Interest and dividend ; 


( Iv ) other income, indicating the nature thereof. 


9 . ( 1) Except in the case of the first profit and loss account laid before the company after the commonocmeat 
of the Act, the corresponding amounts for the tmtncdiately procoding financial year for all itetas shown in tho 
profit and low account shall also be given in the profit and loss account. 


(2 ) The requirement in sub -rlauso ( 1) shall, in the onse of compania propuring quarterly or half-youty 
accounts , relate to the profit and loss account for the period which cntered on the corresponding date of the 
previous year. 


Part II 


Interpretation 


7. (1) For the purposes of Parts I and 


II of this Schedulo , unless the context otherwise toquias , -- 


(a ) the cxprorsjon " provision " shall, subjoct to sub - clause (2 ) of this clausc , moun aty amount written off 
or retained by way of providing for doprociation renowals or diminution in value ofnoto , or retained by way 
of providing for any known liability of which the amount cannot be determined with Abstantial scouracy ; 


(b ) the expression reserve " shall not, subjoct as aforesaid , include any amount written of or retained by way 
of providing for depreciation , repowab or diminution to valuo of moets of totalnod by way of providing for 
any known liability ; 


(c) the expression " capital rosorve" shall not include any amount regarded froo distribution through the 
profit and loss account; md the expression " revenue rosorve" shall mean any ropave other than apital 
rosorve; 


and in this sub - clause the expresion " Ilability" shall include all liabilities in to poct of expenditure contractod for 
and all disputod or contingent Labiltio. . 


(2 ) Whero 
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im 


a ) any amount writton off or retained by way of providing for depreciation , rencwals or diminution in value 
of assots , not being an amount written off in relation to fixed assets before the commencement of the Let; 


(b) any amount retained by way of providing for any known liability; 


is in cxcors of the amount which in the opinion of the directors is reasonably necessary for the purpose, the 
axcons shall be trontod for the purposes of this Schedule as a reserve and not as a provision 


8 . For the purposes aforesaid , the expression " quoted investment" mcans an investment as respects which 
thoto has boon granted a quotation at permission to deal on a tocognised stock exchange, and the expression 
" ubquoted Invalment" shall be construed accordingly . 


PART IV 


Balanct Sheet Abstract and Company s General Business Profile 


Registration Details 


Name of the company 
Registration No . 


State Code 


(Refer Code List) 


Balance Sheet Date 


Date 


Month 


Year 


II. Capital raised during the year ( Amount in Rs. Thousands) 


Public Issue 


Right Lagu 


Bonus Issue 


Private Placement 


Position of Mobilisation and Deployment of Funds 
(Amount in Rs. Thousands) 


Total Llabilities 


Total Assets 


Source of Funds 


Paid -up Capital 


Reserves & Surplus 


Sccured Loans 


Unsecured Loans 


Application of Funds 


Net Fixed Assets 


Investments 


New Current Assots 


Misc . Expenditure 
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Accumulated Lorsco 


IV . Performance of Company (Amount in Rs. Thousands) 


Turnover 


Total Expendituro 


+ - Profit/Loss Before Tax 


Profit/Lon After Tax 


(Please tick appropriate box + for profit , - for loss ) 


Baming Per Share in Rs. Divided rate % 


Cash camnings por share in case of public listod companics shall annex a cesh flow statetnent to the balanoo shoct. 
Such a statement shall be propared and presentod for the period covered by thc scoounts and for the 
corresponding previous period . Each company should adopt the form of presentation as minimum for the cush 
flow statement requirement presently prescribed in the agroinent and such further disclosures, toqulrod by the 
relevant Accounting Standards. 


V . Generic Names of Three Principal Products /Services of Cotapany (as por monetary terms ) 


Item Code No. 


(ITC Code) 


Product Description 


Item Code No . 
(ITC Code ) 

Product Description 


NOTES 


General instructions for preparation of balancc -shoct. 


(1 ) Where any accounting treatment is inappropriate and the accounting policies art not in conformity with 
accountng standards, and the financial effect of departures from accounting standards ts material, the particulars 
of such inappropriate treatment and the departure shall be disclosod , together with the reasons therefore , 


The information toquired to be given under any of the items or sub - itens in this form , if it cannot be 
conveniently included in the balance sheet itself , shall be furnished in a separate Schodule or Schedules to bo 
annexed to add to form part of the balance- shect. This is recommended when items sro nunctous. 


(2) Where a listod company has raised funds from the public by issuing shares, debentures or other socurities , 
till the completion of the project/accomplishuncnt of the objects of tho issuo, a separate statement showing the 
end -use of such fumda, namely: 


(a ) how much was tabod vasus the stated and actual project cost; 


(b ) how much has been utilisod in the projoct upto the end of the financial year, and 
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( ) whore arc the unutilisod funds, if any , investod and in what forth . 


(d ) In caso funds are utilised for purpose other than those stated in Prospoctus or similar offer document, 
nahurt and Quantutn thereof and reasons for the same. 


(3) The figures in the balance shoot and profit and loss sccount, tf rounded off, be rounded off to no rost 
thousand or hundred as may be convenient with turnover in excess of one hundred crotos may round of tho figure 
to nearest lakhs of rupees. 


(4 ) In the case of subsidiary companies the number of shares hold by the holding company as well as by the 
ultimate holding company and its subsidiaries must be separately stated . 


The auditor is not required to ocrtify the correctness of such share holdings as certificd by the managemont. 


(5) The item " Socurity Premium Account shall include details of its utilisation in the manner provided in the 
act. 


( ) Depreciation writton off or providod shall be allocated under the difforant assot heads and deducted in 
arriving at the value of Fixed Assots . 


( 7) Dividends declarod by subsidiary companies after the date of the balance- shoet should not be included 
unless thoy ato in rospect of porlod which closed on or bofore the date of the balance shoot . 


(8 ) In caso of consolidation of accounts the Consolidated financial Statomonts (CFS) would be required to 
disclosc thc Consolidation Policies , whether line by lino, or by Bquity Method of Investment Accounting , and 
comply with Institute of Chartered Accountants principles and standards laid down o. g . elimination of Inter 
company transactions and balances disclosure of minority intorost etc . 


(9 ) Any reference to benefits expected from contracts to the cxtent not exccuted shall not be made in the 
balance shoct but shall be made in the Board s report. 


(10 ) Tho debit balance in the Profit and Loss account shall be shown as a doduction from the upcommittod 
reserves , if any . 


( 11) As regards Loans and Advancos , the amounts duc from other companies under the satno managotnont 
within as explained in pote 14 should be given with the names of the companies the maximum amount due from 
ovety one of these at any time during the year must be shown. 


(12 ) Particulats of any redoctood debenturos which the company has power to issue should be given . 


( 13 ) Where any of the company s debentures are held by a nomince of a trustoc for the company , the nominal 
amount of the debentures and the amount at which thoy are stated in the books of the company shall be stated . 


( 14 ) A staternent of investments (whethof shown under " Investinont" or under " Current Assots " as a stock in 
trade ) whose value excocd two potocnt of total value of each category other the investmcat in firm , separatoly 
classifying trade investments and other investments should be anncxcd to the balanco -ghoct, showing the namo: 
of the bodies corporato ( including separately the name of the bodies corporate under thc katno managemont ) in 
whose shares or debentures , investments have been made ( including all investments , wbother existing or not, trado 
subsequent to the date as at which the previous balance shoot was made out) and the natuto and axtent of the 
investment so made in cach such body corporato, provided that in the case of an investment company , that is to 
say, a company whose principal is the acquisition of shares, stock , dobenturos or other scaurities , it shall be 
sufficient if the statement shows only the investments cxisting on the date as at which the balanco -sheet bas born 
made out. In rogard to the investments in the capital of partnership firms, the names of the firma, (with the 
names of all their partncts , total capital and the shares of cach partner ) as also a not aggregato amount of firmne 
profits and losios as pot their last audited account which have not been dealt with in company acoount shall be 
given in said statement annoxod to the Balance Shoot. 
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Now Definition - same managomont: 


Two bodios corporato shall be deemed to be under the same management 


(1) if the managing director of managet of the one body, 


(u ) if a majority of the directors of the body constitute, or at any dme within the six months immodiately 
picording constituted , a majority of the directors of the other body ; 


( iii) if not leas than ono- third of the total voting power with to poct to any mattor relating to cech of the 
two bodics corporate is cxcrclocd or controllod by the samo individual or body corporate; or 


(tv ) if the holding company of the one body corporate is under the same management as the other body 
corporate within the meaning of clause ( ), clauso (II) or clauso ( it ) ; or 

(v ) if one or morc directors of the onc body corporate while holding, whether by thomselvou or togothat 
with thoir rolatives, the majority of shares in that body corporate also hold , whether by thotnsolvos or together 
with their relatives , the majority of shares in the other body corporato . 


(15 ) If , in the opinion of the Board , any of the current assets, loans and advancca havo pot e value on 
realisation in ordinary course of business at least oqual to the amount at which they are statod , the foot that the 
Board is of that opinion shall be statod . 


( 16 ) Broept in the case of the first balanco -shoct laid before the company aftor the commoncotront of the Act, 
the corresponding amounts for the immediately procoding financial year for all items shown in the balance -sboot 
shall be also given in the balanco -shoct. The requirement in this behalf shall , in the cosc of companios preparing 
half-yearly accounts , etc ., relate to the balance shoot for corresponding date in the previous year. 


( 17 ) The amounts to be shown under Sundry Debton shall include the amounts duc in respoct of goods sold 
of sorvices rendorod or in respoct of other contractual obligations but shall not include the amounts which are 
in the nature of loans or advancos . 


( 18 ) Current account with diroctors of and manager whether they are in debit or credit bo disclogod separately . 


( 19 ) Loans Dobenturos or other socurities raised by tho company in foreign exchange and outstanding shall be 
disclosed separately. 


( 20 ) Dotails of the foreign holding in the sharo capital of the company viz number of non -tosident sharchoklon 
and the number of shares hold by thom in tho aggregate in the dato of the Balanco -shoct. 


(21) With rogard to the expenditure during construction , if any, an item -wise statoment shall be given as 
roquired in the accomting standard . 


THE GAZETTE OF INDIA EXTRAORDINARY 


( PART II 


292 


SCHEDULE II 


(See sections 152 , 224 and 245 ) 


Conditions to be fulfilled for tho appointment of a managing or whole -time diroctor or a managor without 
the approval of the Contral Governmont. 


PART I 


Appointments 


No person shall be eligible for appointment as a managing or whole- thme director a manager(hereinafter 
referred to as managerial person ) of a company unicas he satisfied the following conditions, namely : 


(a) he had not boch sentonced to imprisonment for any period , or to a fine axcooding one thousand 
rupoos, for the conviction of an offence under any of the following Acts, namely: 


(1) the Indian Stamp Act, 1899 (2 of 1899 ), 


(u ) the Central Excise and Salt Act, 1944 (1 of 1944 ), 


( iii ) the industrias (Developmront and Regulation ) Act, 1931 (65 of 1951), 


( iv ) tbc Prevention of Food Adultoration Act, 1954 (37 of 1954 ), 


(v) the Essential Commodities Act, 1955 ( 10 of 1955), 
( vi ) the Securities Contracts (Regulation ) Act, 1956 (42 of 1956), 
(vii ) the Wealth -tax Act, 1937 (27 of 1957), 


(viii) the Income tax Act, 1961 (43 of 1961), 


( ix ) the Customs Act, 1962 (52 of 1962 ) 


(x ) the Monopolics and Restrictive Trade Practices Act, 1969 ( 54 of 1969) 


(xi) the Porcign Exchange Regulation Act, 1973 (46 of 1973 ), 


(xli ) the Sick Industrial Companies (Special Provisions) Act , 1985 (1 of 1986 ). 


(xiii ) the Securities and Exchange Board of India Act, 1992 (15 of 1992 ), 


(xiv ) the Foreign Trade (Development and Regulation ) Act, 1992 (22 of 1992); 


(b ) he had not boon sentenced to imprisonment for any period , or to a finc cxccoding ten thousand rupeca 
for the conviction of an offence imder this Act; 


(c) he had not been detained for any period under the Conservation of Foreign Exchange and Prevention 
of Smuggling Activities Act, 1974 (52 of 1974 ) : 


Provided that where the Central Government has given its approval to the appointment of a person convicted 
or detained under sub - paragraph (a ) of sub - paragraph (b ), as the casc may be , no further approval of the Central 
Government shall be nocessary for the subsequent to such approval. 


( d ) whoto he is managerial person in more than one company hc draws remuneration from one or more 
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companies subject to the ceiling provided in soction II of Part I. 

(e) he is a citizen of India ; 


Provided that where the potson , who is not a citizen of India , holds a valid omployment vbe, no turtbor 
approval of the Contral Government shall be necessary for such employment, If other provisions of tho law and 
of this Schedulo bave boon fulfillod : 


PART II 


Remuneration 


Soction I. Remuneration payable by companies having profits 


Subject to the provisions of soction 132 and soction 245 , a company having profit in a financial year may 
pay any remuncration , by way of salary , dearness allowanco, porquisitas , commission and othor allowances , 
which shall not excood fivc per cent of its ret profits for one such managerial person , and if there is more than 
one such managerial person , ten per cent for all of them together. 


Schedule II. Remuncration payable by companies having not profits or inadequate profits 


Notwithstanding anything contained in this part, where in any financial year during the currency of tenuto 
of the managerial person , a company has no profits or its profits are inadequate , it may pay tomuneration to a 
managerial person , by way of salary , dcarnase allowancos , perquisites and any other allowances , tot axcooding 
ceiling linit of Rs. 14 ,40 , 000 pet annum or Rs. 1, 20 ,000 per month calculatod on the following scale: 


Where the effective capital of a companies is — 


Monthly remuneration 


(i) less than rupees 1 crore 


rupecs 40 ,000 


(ü ) rupees 1 crore or more but less than rupees 
5 crotos 


rupees 60 ,000 


(UI) rupees 5 crorcs or more but less than rupees 
15 crores 


rupees 75 , 000 


( iv ) tupcos 15 crores or more but less than rupees 
100 crores 


rupoes 90 , 000 


(v ) rupees 100 crores or toto 


rupocs 1,20 ,000 


2 . The following perquisites which shall not be included in the computation of the ceiling on remuncration 
specified in paragraph 1 of this section; 


(a ) contribution to provident fund , superannuation fund or annuity fund to the extent these cither gingly 
or put together are not taxable under the Income-tax Act, 1961; 


(b ) gratuity payablc at a rate not exceeding half a month s salary for cach completod year of scrvloo , 


and 
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(c) oncashment of leavo at the end of the tenurt. 


3. The torms, " salaries and " porquisitos " for the purposes of this Act shall be as per the provisions of 
Income Tax Act, 1961 and the rules framed thorounda . 


4 . In addition to thc petquisitos spoctfied in paragraph 2 of this soction , an expatriate managerial 
person ( including a non -resident Indian ) shall bo eligiblo to the following porquisites which shall not bo includod 
in the computation of the oclling on remuneration spoctflod in paragraph 1 of this scotion: 


(a ) Children s education allowance: In case of children studying in or outside Indie , en allowanco limitod 
to a maximum of Rs. 5 , 000 per month per child of sctual expenses incutrod, whichever is loss . Such 
allowance is admissible up to a maximum of two children . 


(6 ) Hollday paxrago for childron studying outside Indi /family staying abroad : Rotund holiday possego 
once in a year by ocopomy class or once in two years by first class to children and the members of the 
family from the plaoc of their study or stay abroad to India if they are not roalding in India with the 
managerial person . 


(c ) Leave travel concomion : Rotum passage for solf and family in accordance with the rules specified 
by tho company where it is proposed that the loave be spont in home country instond of anywhere in India . 


Explanation 1.- - For the purposes of section Il of this part, cffective capital means the aggregate of the 
pald - up share capital ( axcluding share application money or adyanoos against shares ); Amount, if any , for the time 
being standing to the credit of socurity promhım account; torerves and auplus ( excluding revaluation reserves ); 
long - term loans and deposits tepayable after one year (axcluding working capital lonna , over - draft , Interest duo 
on lonts unleas fundod , bank guarantoc, cto., and other short-term Attangomonts ) as reducod by the aggregate of 
ay Investments ( except in the case of investmoont by an investmont company whose principal business is 
acquiation of shares, stock doboptutes or other socuridica ), Rocumulatod lomos and proltmtrary expenscs not 
written off. 


Explanation II. -- (a ) Whoro the appointment of the managerial person is made in the year in which company 
has been incorporatod , the cffective capital shall be calculatod us on the date of such appointment; 

(b ) In any othor cuso , the offective capital shall be calculated on the last dato of the financial your 
procoding the financial year in which the appointment of the managerial person is mado. 


Explanation Ol. — Ror the purposes of soction Il of this part , family means the spouso, dependent children 
and dopondent parents of the managerial potdon . 


Section II - Rotunoration payablo to a managerial person in two companies 


Subject to the provisions of soction I and II, and managerial person shall draw remuneration from one or both 
companios , provided that the total remuntation drawn from the companies doos pot axcood the higher maximum 
limit adalanible from may opo of the companios of which he is a managerial person. 


PART II 


Provladons applicablo to Parts I and I of this Schoculc 


1. The appointment and remunoration referred to in Parts I and I of this Schodule shall be subjact to 
approval by a resolution of the shareholders in general mooting . 


2. The auditor or the accretary of the company or where the company has not appointod a socrotary of the 
company or wboro the company has not appointed a secretary , a sorotary in wholo -umo praotloc shall octtify that 
the requirements of this Schedule have been complied with and such cortificate shall be incorporated in the roturn 
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filed with the Registrar under sub-soction (2) of section 224 . 


SCHEDULB II 
( See sections 159 and 256 ) 


Ratos of Depreciation 


Nature of abocats 


Single 
WDV 


Shift 
SLM 


Multiplo Shirt 
WDV ŞLM 


(a ) Buildings (othor than factory building ) 


5 % 


2 % 


(b ) Pactory Building 


10 % 


39 


15 % 


Plant and Machinery 
Including Socond hand Machinery 


Office Equipment, Furniture and Fittings , Can 
otc. 


18% 


18 % 


6% 


- 


- 


Ships and Vessels 

(a ) Ocean going 
(6 ) Other Vessels 


15 % 
20 % 


Spocified Machinery 


1. 


50 % 


25 % 


Artificial silk 
mamufacturing machinery wooden 
parts 


2 . Cinematograph film Bulbs of studio lights 


3 . Flour mills Rollers 


4 . Glass manufacturing concerns Direct fire 

glass melting furnacos 


5. Iron and Stoel industrias Rolling mill roll 


6 . Match factorios Wooden match frumos 


50 % 


- 


- 


- 


- 


7 . Mineral oil concors (a ) Plant used in field 

oporations (below ground ) Distribution 
returnable packages (6 ) Plant used in field 
oporations (below ground ) but not including 
assets used in field operations (distribution ) 
Kerbside pumps including under- ground tanks 
and fittings . 
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8. Mines and quarries (a) Tubos ,winding ropes , 

haulago topos and sand stowing pipes (b ) 
Safety lamps 


9 . Saltworks Salt pane, rosorvoirs and 

condensats , etc ., made of carthy , sandy or 
clay material or any other similar material 


10 . Sugar works 

Rollots 


Notes 


1 . W .D .V . mcans written down value and S .L .M moans straight line method of charging doprociation ; 


2 . Building includos roads, bridges , culvetts , wells and wbc wolls and factory building excludes officers , 
godowns, quartas for officers and employcos , roads, bridges , culverts , wells and tube wells . 


3. Whore , during any financial yoar, any addition has boon made to any assets , or where any assets has boon 
sold , discardod , demollshod or dostroyed , the deprociation on such assets shall bo circulated on a pro rata basis 
from the date on such addition or as the case may be , up to the date on which such assets has bocn sold , 
discardod , demolish or destroyed . 


4 . In the annual accounts following information should also be disclosed : 


(1) depreciation method usod ; and 


the rates specifiod in the 


( ) deprociation rates and useful lifo of assets where they are diffotont from 
Schodulo . 


3 . Notwithstanding any thing montioned in this Schedule depreciation on assots whose actual costs does not 
excood Rs. 10000 /- tupocs, shall be provided depreciation at the rate of 100 % . 


Provided that where aggregate actual cost of individual itetns of plant and machinery cost Rs . 10000 /- or 
lors constitutos more than 10 % of the total actual costs of plant and machinoty rates of depreciation applicable 
to such items shall be the same as spocffiod in itcm (li) of the Schedule . 
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STATEMENT OF OBJECTS AND REASONS 


The Companies Act, 1956 has been in operation for the last forty years . In the 
last four decades, the economy has undergono considerable changes and the Companies 
Act, 1956 was amended as many as sovantoen times . 


2 . The objectives of liberallaation , deregulation, simplification of laws, rilas, 
procodurt and chatiging cconomic , corporate and international corporate market toquire 
tout the law on Companies , 


(i) bc-moukled in tune with the changing economic environment; 


( ll) be responsive to the changing corporate practices; 


( iii) should incorporato appropriately the concepts developed in the International 
corporate market; 


( lv ) should protect the rights of investors , depositors , employees , coditors and 
other participants ; 


( v ) should restore corporatc democracy and imposo extensive obligations on the 
Board of Directors; 


( vi ) should categoriso the companies and provide for diffatent degroos of 
regulations for the different categorica ; 


(vll) should confet rights and impose duties , including obligations of discharg, 
upon different aategories of companios ; 


( vill) be restructured so as to remove or replace the inadequate and obsoleto 
provisions; 


( lx ) should incorporate a strong code of corporate governanoc. 


3 . A Working Group comprising of persons with knowlodge of law , oconomics and 
company affairs was set up in August, 1996 putaunt to the 1996 Budgot spooch to 
Icwork e now draft of the law on Companies and make it available for public debato . 


4 , The Working Group had a series of moeting during which it interacted with , and 
roocived responses from , Reserve Bank of India , Soourides and Exchange Board of 
India , bank , and financial institutions, marchant bankets , capital market players , stook 
exchange officials , industry hasociations , professional bodios and othots who significantly 
contribute to the corporato environment. The Group propatod a working draft of the 
Companics Bill and submitted the same on 2.5 . 1997 to the Governmcat which was 
releasod for public debate. The suggestions and obsotvations on the working draft wero 
made known to Government through various workshops and seminars organised by 
chambers of commerce , industry associations, professional institutos, otc . Memoranda 
and detailed suggestions /representations were received by the Government from various 
organisations, Members of Parliament, professional bodies and other individual axpatts 
having extensive knowlodge and wide oxpoticnce of corporate affatrs. 


5. The main objective of ro-concting the Companies Act is to facilitate a healthy 
growth of the Indian corporate sector under a liberalised , fast changing and highly 
competitive environment. Whilo tedrafting the law , an endeavour has been made to 
adopt a balanced approach that rocognises an international trend , i.e ., flexibility and 
greater self regulation by companies subject to bottor disclosure , mort cfficiont 
enforcement of law , and prompt and detement punishments to those who violate the law . 
The core object of the Companics Bill is to provide effective protoction to the different 
participants, leaving management free to Hroct its anargies to the pursuit of the 
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company s objoctives. 


6 . The Bill has tc - groupod the scattered provtalons relating to specific subjects and 
deleted redundant provisions. The saliont foatures of the prosent Bill which socks to 
ropcal and ro - enact the Companies Act, 1956 art is undot.. 


(1) reducing the size of the prosent Companies Act, 1956 , from 658 scotions 
and fifteen Schodules to 458 sections and three Schedules ; 


(ii ) providing for appropriate tulos and guidelines to ensure flexibility and 
clarity; 


(II) providing throe- fold classification of companies, that is — 


(s ) privato companies , which are proposed to be largely solf - governing but 
prohibited from inviting and accepting deposits from the public and not to bo 
docted as public companios ; 


companies , which will be subject to minimum 


(b ) unlisted public 
Governtrent regulations; 


(c) bstod public cotnpanies , which will be subject to greater regulation 
inchuding stricter disclosure porms; 


(iv ) permitting issue of shares with differential voting and dividend rights; 


(v) coabling companies to mobilise funds through new forms of securities , such 
as hybrids, derivatives , options , etc ; 


(vi) permitting companies to buy -back their own sharos subject to certain rules 
and safeguards; 


(vii) permitting ispuc of Indian Depository Roceipts (IDRs ) by foreign 
companics to enable them to tap the Indian capital market for setting up enterprises 
In Indiai 


( viii ) permitting companies to make investments of louds to other bodics 
corporate without approval of the Government but with the approval of tho 
shareholders ; 


( ix ) prescribing minimun paid up capital of one lakh rupees for private 
companies and five lakhs rupecs for public limited companies ; 


(x) giving option to companies for proparation of group accounts and conforring 
power upon the Central Govorniment to make mandatory the proparation of such 
group accounts from a future date to be notifiod ; 


(xi) limiting the ago upto seventy five years for all director in public 
companies but those potsons already appointed as managing directors or whok 
timc directors or diroctors may complete their current topute; 


(xi ) simplifying depreciation rates of certain asscts of company; 


(xitt) providing that a public company may have a maximum of fifteen 
directors ; 


facility to shareholders , debenture holders and 


(xiv) providing pomination 
depoolt hokiers; 


(XV) establishing the lavestor Education and Protection Fund for the protection 
and education of investors ; 


(xvi) empowering the Central Government to appolat a Director General of 
Inspection and Investigation to strengthen inspection and investigation of companios ; 
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(xvil ) empowering the Contral Government to preparo panols of chartered 
accountants , advocatoa , company socretaries of cost accountants eligible to be 
appointed as liquidators to facilitatc cxpoditious winding up of companies; 


(xvill) providing for time limit within which volous stops of winding up to to 
be completed ; 


( xix ) constituting the Company Law Tribunal to place of the existing Company 
Law Board and vasting tho Tribunal with more functions and powers and providing 
it with wider jurisdiction ; 

( xx ) providing for appointment of a Chlef Accounts Officer in cvay listed 
company having a peld -up capital of throc crott nipoog of moto , who shall be 
responsible for timely preparation and finalisation of the annual accounts of . 
company and be one of the signatories to the balanco-shoot 


(xxl) permitting an auditor to conduct audit of twenty - five companies 
irrespective of their size as against the prosent limit of twenty companies and 
providing for stricta Dorns for audit and disokoaires ; 


(xxil ) empowering the Central Government to direct financial audit of cost audit 
or secretarial audit ; 


(xxiil ) empowering the Contral Government to appoint firms of professionals 
such as chartered accountants , cool accountants , compuny sochoterlas and Advocates 
as " Llocnsod Registrars " who would dischargo cartain functions of the Registrar 
which may be entrusted by the Central Government Licensod Reglatrar will 
provido Registrar s setvices in certain matters to addition to Registrant of 
Companies of the Central Government; 


(axlv ) entrusting the administration and supavision ( including powers to 
prosecutc ) of work relating to issue of socurities and other relatod matters in caso 
of listed public companies to the Socurities and Exchange Board of India to avoid 
overlapping of functions ; 


(XXV ) enhancing penalty and punishment for contravention of provisions so 
to ensure better compliance of law . 


7. The Bill includes provisions to remove existing lacuso in the Companies Act, 
1956 and to streamlinc some of the existing provisions for bottet working and 
administration of the Companios Act. Certain incidental and consoquontial changes are 
also sought to be made . 


8. In view of the axtonsive changes made in the Companies Act, 1956 , it has born 
considorod pocessary to topcal and ro -coact the sold Act. 


9 . The Bill seeks to achieve the above objectives. 


10 . The Notes on clauncs explain, in dotail, the provisions of the BII. 


P . CHIDAMBARAM . 


NEW DELHI; 


THE 12TH AUGUST, 1997. 
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Notes on Clauses 


Clause I corresponds to section 1 of the Companies Act, 1956 (hereinafter referred 
to as the Act) with minor modifications . 


Clause 2 incorporates the definition of words and phrases used in the Act By and 
large there are now changes in the definition of the words and phrases as given to 
soction 2 of the existing Act. New words and phrases are proposed to be added 
namely , abridged prospectus , accounting standards, book building. Chartered Accountant, 
Chief Financial Officer , Depository, derivative, Director General, Employees stock 
option, Hybrid, Licensed registrar, Listod public company, notification , option in 
socuritico , Regional Director, Register, Securities, Share with differential rights , Unlisted 
public company . An efforts has been made to bring in all the definitions which are 
considered nectaraty under section 2 itself instead defining the words and phrases at 
several places as is done in the existing Act. For cxample , the words and expressions 
" officer wbo is in default" , " relative " , "member" , " charge" and " Government company 
as defined under various soctions of the Act have boon brought under clause 2. 
Securities and Exchange Board shall administer the provisions regarding prospectus , 
listing and other matters relating to issue of securitics . 


Clause 3 corresponds to sections 3 und 43 of the Act . These clamos doftc 
" company ", " existing company" , " private company" , and " public company " since the 
proposod legislation extend to the whole of India it has been provided that the 
companies incorporated under the Registration of Companies , Sikkim Act, 1961 will be 
existing companies within this clause . 


Clause 4 corresponds to section 4 of the Act defines " holding Company" and 
" Subsidiary Companya , 


Clause 5 corresponds to soction 5 of the Act and provides for moaning of " oficers 
in default" . 


Clause 0 corresponds to scction 9 of the Act and provides that the provisions of the 
Act to overrido memorandum . 


Clause 7 cottesponds to section 11 of the Act which puts restrictions in establishing 
certain partnership firms for undertaking banking and other business . There is no other 
change except that members of recognised professions can form firm consisting of " fifty 
persons" as against " twenty persons in other casCS . 


Clause 8 corresponds to section 12 of the Act prescribes mode of forming companies . 


Clause 9 cottesponds to soctions 13 , 14 and 15 of the Act. By and large thote is 
change in this clause tho carlier requirement of having objects should be sub - divided 
into three categorias bas boon donc away with the only twin classification of the " main 
object" and " othor objects" has boon totained . Spocimon forms of the Memorandum 
which form part of the Act in Tablo B , C , and D in Schedulo I have been omitted and 
provisions of section 15 of the Act have boca mergod in sub -clause (4) of this claro. 


Clause 10 corresponds to section 17 of the Act provides for procedure for alteration 
of Momorandum of the company relating to its objects . 


Clause Il corresponds to sections 18 and 19 of the Act and prescribes procedure 
with respect to registration of alteration of Memorandum . 
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Claus 12 corresponds to scctions 20 , 21, 22 and 23 of the Act and provides that 
companica pot to be registered with desirablc name, prescribes procedure for change 
of name, rectification of name and effect thoroof. 


Claus 13 corresponds to soction 25 of the Act and ctnpowers Central Government 
to rogister associations having charitablo objacts as limited companios . 


Clause 14 curtcsponds to sections 26 , 27 , 28 , 29 and 30 of the Act and provides for 
registration of Articles of Associations prescribing regulations with Memorandum in 
case of all companies with certain modifications . 


Clause 15 corresponds to section 31 of the Act and proscribes the manner in whtab 
articles of Association may be altcrod . 


Clause 16 corresponds to section 32 of the Act provides for registration of unlimitod 
companies as limited , etc ., with a new provbo empowering the Registrar to tofuso 
registration after giving reasons for such refusal . 


Clause 17 cottosponds to sections 33 , 34 , 35 and 36 of the Act and provides for 
manner in which a company is to be incorporated and filling of declaration with the 
registrar. 


Clause 18 comesponds to section 37 of the Act and proscribes provision as to 
companies limited by guarantec . 


Claus 19 corresponds to soctions 38 , 39 and 40 of the Act and provides for effect 
of alicration in Memorandum of Articles and copies to be givon to mombers of the 
alterod Memorandum and Articles . 


Clause 20 oottesponds to soction 42 of the Act and provides who can be a member 
of holding company with the modification that " whate e subsidiary company continues 
to be a member of a holding Company under sub - claust (3 ) nothing in this clause shall 
prejudice its rights to be allotted bonus shares of such holding company " . 


Clause 21 corresponds to section 45 of the Act and provides for liability of mombers 
for debts in certain caso . 


Clause 22 corresponds to sections 46 , 47 and 48 of the Act and provides for 
contracts to be executed by company . 


Clause 23 corresponds to scction 49 of the Act and providos that investment of a 
company to be held in its own damc. 


Clause 24 corresponds to section 50 of the Act and provides for power of company 
to have official scal for usc outside India . 


Clause 25 corresponds to sections 51 and 52 of the Act and provides for the manat 
in which document may be served on a company or an officer or on the Roglatrar. 


Clause 26 corresponds to section $ 3 of the Act and provides for the manner in which 
a document may be served on membets by the cotupany . 


Clause 27 corresponds to soction 34 of the Act and provides for the manner in which 
documents of the company can be authenticatod . 
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Claus 28 corresponds to section 602 of the Act defines the meaning of cortificd ", 
director , place of business and soctotary , prospectus and Indian Depository 
Reocipt , oto . for those companies incorporated out sido India . 


Clause 29 corresponds to section 591 of the Act and provides for application of 
soctions 28 to 46 for foreign companico. 


Clause 30 corresponds to section 592 of the Act and provides for prosoduro for 
delivery of documents by foreign companies to the Registrar. 


Clause 31 corresponds to section 593 of the Act and provides for delivery of altored 
documents to Registrar by foreign companios. 

Clause 32 conceponds to soction 594 of the Act and provides for preparing and 
laying of accoumts of foreign companice and delivering the samo to Registrar of 
companies . 


Claus 33 corresponda to section 595 of the Act and prescribes obligations to state 
name of foreign company and country where incorporated . 

Clause 34 correspond to acction 596 of the Act and provides for service of 
docutaents on foroigh company. 


Clause 35 corresponds to section 597 of the Act and relates to offico where 
documeats to be deliverod . 


Clause 36 corresponds to section 598 of the Act and provides for penaltias for non 
compliance of the provisions of soctions 30 to 35 . 


Clause 37 corresponds to soction 599 of the Act and telatos to company s failure to 
comply with this part not to affects its liability under contract. 


Clause 38 corresponds to soction 600 of the Act and relates to registration of charge , 
appointment of toccivet and books of account. 


Clause 39 corresponds to section 601 of the Act and proscribos focs for rogistration 
of documents under this part by a foreign company , 


Clause 40 correspond to noction 603 of the Act and prescribe dating of prospectus 
and particulars to be contained theroin by a foreign company having place of business 
in India . 


Claus 41 corresponds to scotion 604 of the Act and provides for expert s consont 
and allotmont of shares . 


Clause 42 corresponds to soction 60 % of the Act and tolates to registration of 
prospectu foued by foreign compania and with the modification that Indian Dopository 
Rocoipt cannot be boued unleas a prospectus has boon delivered for reglatration to the 
Registrar. 


Clause 43 cmpower the Central Government to prokcribo procedure for two of 
Indian Depository Rocolpt by a Company incorporated outaido India . 

Clause 44 corresponds to soction 606 of the Act and prescribe popalty for 
contravention by a foreign company with regard to filing of prospectus and its 
registration , 
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Clause 45 corraponds to soction 607 of the Act and prescribe civil liability for mio 
statements in prospectus offering for subscription shorts in or debenturos or in Indian 
Depository Receipts . 


Clause 40 coresponds to section 608 of the Act and rolates to interpretation of 
provisions as to prospectus and Indian Depository Rocopt. 


Clause 47 provides for application of Part III regarding prospects, allotmont, Hating 
and other matters relating to issue of securities and administration of provisions relating 
to Public Limited Companied by Securities and Exchange Board of India . 


Clause 48 corresponds to section 56 and provides for matters and reports to be ret 
out in prospectus with the modification that where any prospectus is published as a 
newspaper advertisement or in any othet manner, it must be in the form of abridged 
prospectus . 


Clause 49 corresponds to sections 57 , 58 and 59 of the Act and proscribes that 
statement of expert should be included in . prospectus only on certain conditions . 


Clause 50 corresponds to section 60 of the Act prescribes procedure for registration 
of prospectus with Registrar of Companies and delivery of the same to Registrar of 
Companies and the Securities and Exchange Board of India simultancously . Where a 
company lasues any foreign or other depository roccipts in accordance with the rulos 
made in this behalf , the details of the circular or prospoctus issued outside India is also 
required to be filed alongwith the prospectus . 


Clause 51 - A new provision which definos of shelf prospectus . The shelf 
prospectu will have a validity poriod of 365 days subjoct to updating on material facts , 
material litigation and changes in financial position between the previous offering mod 
the next one which is presently proposod to be allowed to public financial institution , 
public sector banks and scheduled banks. 


Clause 52 provides for the concept of "book building and Information memorandum . 
This is an international practice and rofen to collecting orders from investment bankets 
and largo investors based on an indicative price range . This is cosentially a pre - issue 
cxcrcise which will facilitate the issuers to get a better idea of demand and the final 
offer price. The directors of the company however , will not be pornitted to resort to 
under writing on book building, 


Clause 53 corresponds to section 61 of the Act and provides that tertus of contract 
mentioned in prospectus not to bc varied . 


Clause 54 coresponds to section 62 of the Act and provides for civil Hability for 
mis -statements in prospectus with modification that no body gives their consent to bo 
named as an expert in a prospectus in 4 light manner . 


Clause 55 corresponds to section 63 of the Act and provides for criminal Hability for 
mis -statements in prospectus. 


Clause 56 corresponds to soction 64 of the Act and provides that a document 
containing offer of socurities for sale to be doctod prospectus . 


Clause 57 corresponds to soction 65 of the Act and provides for interpretation of 
provisions relating to prospechu . 
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Clause 58 corresponds to soction 67 of the Act and provides for construction of 
roferoncos to offoring socurities to the public , sto ., with modification to decido tho offor 
of any socurities by a company including tho right to restrain any offer or issue shall 
bo vostod in the company . 


Clause 59 – This clauso provides for listed public company to comply with the 
provisions of the Depositorias Act , 1996 before making initial public offer of any 
socurity for tupoos ton chotos of moto . 


Clause 00 corresponds to soction 68 of the Act and provides for ponally for 
fraudulently incucing persons to invest money , 


Clause Ol comesponds to action 68A of the Act and provides for impetronation of 
acquisition , etc., of scaritos with modification that making multiple applications to 
company in different namos by using differont combinations pertaining to name, ctc .. for 
acquiring or submaribing any securities is proposed to be made punishable . 


Clause 62 corresponds to soction 69 of the Act prohibiding allotment of shares imions 
minimum subscription is tooeived with modification in minimum amount payablo on 
application which is proposed to be increased from arlior 5 per ocnt to 25 per cent. 
and also that this soction shall not apply to a public financial institution . 


Clause 03 corresponds to section 71 of the Act provides for cffect of trregular 
allotment. 


Clause 64 corresponds to soction 72 of the Aand provides for application for , and 
allotment of, socurities . 


Claus o corresponds to soctions 73 and 74 of the Act and provides that allotment 
of soarities to be dealt in on stock acuage with the modification to provide that 
allotment shall be void only if the permission has not boan granted by tho Roglona 
Stock Exchange with proviso is proposes that it refunds of application moncy which 
bave remained unclaimed or unpaid for a period of seven years , they shall form part of 
Investor Protootion Fund established under clauko 414 of the Bill. 


Clause 06 corresponds to scction 75 of the Act and provides for filing of return of 
allotment of sourltd with Registrat with minor modification tegerding the roquiromant 
of writing the occupation of the allottoo is not requirod to be mention in the roturn of 
Allotment. 


Clause 07 corresponds to soction 76 of the Act and prescribos power to pay ocrtain 
commissions and prohibition of paythoat of all other commisslot , discounts, etc ., with 
acrtata modifications . 


Clause 68 corresponds to soction 77 atac Act and prescribo tostrictions on purchase 
by company on its own sccurities, or loans by company for purchase , of its own 
socurities or of its holding company . 


Clause 09 Power to permit companios to buy-back shares for extinguishing share 
capital. 


Clause 70 cotrosponds to section 78 of tho Act and relates to application of 
premiums rooclved on issue of socurities with modification by adding sub -clause (e) to 
mako a provision for buy - back of shares out of the soundpronun account and the 
existing sub-scation (3) has been deleted . 
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Clause 71 cotrosponds to soction 79 of the Act and prescribe power to mano 
scurities at a discount and with modification that every prospoctus relating to tho kave 
of sharos shall contain particulars of the discount allowod and also that the discount has 
not been writton off at the date of the issue of the prospectus . 


Clause 72 corresponds to scation 80 of the Act and relatca to power to bud 
rodomable profcrcnoc shares with modification that provimo to existing ab- section (4 ) 
is proposed to be deleted . 


Clause 73 corresponds to section 80A of the Act relates to rodetoption of ocrtati 
preference share with modification that reference to irredoomable proforeace sharos la 
proposed to be omittod being redundant. 


Clause 74 corresponds to scction 81 of the Act and proscribe further love of capital 
with certain modification . The company has been permitted to incorso its subscribed 
capital by causing the exorciso of an option under tho Employees Stock Option Sahamo. 


Clause 75 sourcsponds to soctions 82 and 83 of the Act and relates to nature of 
shares , etc., and provision for nomination with the modification that sub -clause (1) DOW 
provides that hebohtutos of a company shall also be a movablo ptopotty and further 
nomination frotutias are also provided . 


Clause 76 corresponds to section 84 of the Act and relates to cattificate of shares 
with modification that the provisions of this Act relating to logue of certificates of 
shares shall apply to derivatives , options and shares with difforential voting rights also . 


Clause 77 cortesponds to soction 85 of the Act and provides for preference and 
oquity store capital 


Clavar 78 cordesponds to section 86 of the Act and defincs kinds of shart capital and 
provide for differpor rights . 


Clause 79 correspond to section 87 of the Act and provide the the voting rights of 
# member of the country on a poll. 


Clause 80 corresponds to soction 90 of the Act and is a saving clauso and with 
modification in the provision to allow companica to lau sharts with differential dghts . 


Clause 81 corresponds to sections 91, 92 and 93 of the Act and relates to calls on 
sharos . 


Clause 82 corresponds to sections 94 and 95 of the Act and provide for alteration of 
share capital 


Clause 83 corresponds to section 97 of the Act and proscribe notice of increase of 
wharo capital. 


Clause 84 corresponds to soction 98 of the Act and prescribo power of unlimited 
company to provide for rosctve share capital on ro - registration . 


Clause 85 corresponds to socdon 99 of the Act and relatos to reserve liability of 
limited company . 


Clause 80 cotrosponds to scatlon 100 of the Act and prescribe a special rorolution for 
roduction of share capital with modification empowering Tobunal instead of Court. 
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Clause 87 corresponds to section 101 of the Act and prescribe application to Tribunal 
for confirming order. 


Clause 88 corresponds to section 102 of the Act and relates to order confirming 
reduction and powers of Tribunal on making such order . 


Clause 89 corresponds to section 103 of the Act and prescribo registration of order 
and minute of reduction with modification which cmpowots Tubunal instead Court. 


Clause 90 corresponds to section 104 of the Act and relates to liability of members 
in respect of reduced shares . 


Clause 91 corresponds to section 105 of the Act and provides for liability of 
company to create Securities and debcnture redemption reserve. 


Clause 92 corresponds to section 106 of the Act and relates to variation rights of 
holdots of special classes of shares . 


Clause 93 correspond to section 107 of the Act and provides for rights of dissontient 
share- holders and with the proposed modification which empowors Tribunal instead of 
Court to exercise powers under this clauso . 


secuted 
bas proper 
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Clause 94 corresponds to section 108 of the Act and provides that transfer of 
securities pot to be registered except on production of instrument of transfor. The 
clause bas proposed radical changes by doing away with the requiroment with tespect 
to ondorsement and validity of a share transfor instrument. The share transfer 
instrument will continue to be totain valid without any limitation and also that no 
transmission of shares shall be refused except by private company on the ground that 
nurnber of members will increase beyond fifty . 


cat will conde validity of by doing auction of instrumvides that trang 


Clause 95 corresponds to section 109 of the Act and provides for transfer by legal 
application for transfer by legal representative . 


Clause 90 corresponds to section 110 of the Act and provides for lodging of 
application for transfer of the shares or other intoreat of a member in a company . 


Clause 97 corresponds to section 111 of the Act and prescribe power to refuse 
registration and appeal against refused with the proposed modification that in the case 
of private company the transfer of shares shall be approved by all the shareholders at 
the meeting of the company. The concept of doetned public company is proposed to 
be deleted . 


Clause 98 corresponds to section 111A of the Act and relates to rectification of 
Rogister of members . 


Clause 99 corresponds to section 112 of the Act and provides regarding certificate 
of transfer instrument of shares or debcntutos by a company . 


Clause 100 corresponds to soction 113 of the Act and prescribes limitation of time 
for issue of certificate with modification that the provisions of this clause relating to the 

sue of shares or debontutos shall apply to the issue of derivative options and shares 
with differential voting rights . 


Clause 101 corresponds to section 116 of the Act and proscribe penalty for 
impersonation of sharo -holder. 
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Clause 102 corresponds to section 117 of the Act and prescribe debentures with 
voting rights not to be issued hereafter. 


Clause 103 This is now clause which prescribc debonture trust docd and right to 
obtain copies and to inspect it. 


Clause 104 corresponds to section 119 of the Act and prescribe appointment of 
Debenture Trustees and duties of Debonture Trustees . 


Clause 105 relates to liability of company to create security and debenture redemption 
togetve , This is now clause which prescribe the company to create a debenture 
redemption to crve out of its profits tvery year until such debentures art todcomod . 


Claus 106 corresponds to section 118 of the Act and prescribo right to obtain copias 
of and inspoct trust deed by holdet of debentures or any member of the company and 
with modification that sub - soction (3 ) of the Act has becn proposed to be omittod . 


Clause 107 analogous to scction 119 of the Act and prescribe liability of trustees for 
debenture holders . 


Clause 108 corresponds to section 120 of the Act and provides for issue of perpetual 
dobenturos . 


Clause 109 corresponds to section 121 of the Act and empowers a company to ro 
issuc rcdcctnod dcbentures in certain cases . 


Clause 110 corresponds to section 122 of the Act providing for specific porformance 
of contract to subscribe for debentures . 


Clause lll corresponds to section 123 of the Act providing for payment of cortain 
dobts out of assets under catain circumstancos . 


Clause 112 relates to acceptance of deposits by companies and with proposod 
modifications , natacly (a ) no private company and doctnod public company can invite 
or accept deposits from persons other than its members , directors or their friends and 
relatives ; (b ) nomination facilitics provided ; and (c ) prohibits cotnpanies which havo 
defaulted in repayment of deposits to doclart or pay dividend make any loan or give 
any guarantec or to make any investment in socuridtes till the default is tado good 
corresponds to section 58A . 


Clause 113 corresponds to sections 125 and 126 of the Act and proscribo certain 
chargos to be void against liquidator or creditors unless rogistored and with modification 
that the Registrar of Companics has been empowered to grant cxtotsion for sixty days 
instead of thirty days . 


Clause 114 corresponds to section 127 of the Act and rolates to registration of 
charges on properties acquired subject to charge . The time for registration has been 
made sixty days instead of carlier thirty days . 


Clause 115 corresponds to soctions 128 and 129 of the Act and preactibe particulate 
to be filed in case of series of debentures and commission , otc ., on debenturos . 


Clause 116 corresponds to sections 130 , 131 and 132 of the Act and proscribe 
register of charges to be kept by Registrar. 


Clause 117 corresponds to section 133 of the Act and prescribe endorsement of 
registration on debentures. 
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Clause 118 corresponds to scctlons 134 and 135 of the Act and proscribe duty of 
company as regards registration , modification of the charge and right of intorostod party . 


Claus 119 concoponds to section 137 of the Act and prescribo entry in togistor of 
charges of appointment of receiver or manager . 


Clause 120 corresponds to section 138 of the Act and prescribe company to report 
satisfaction of charges to the registrar and procedure thereaftar. 


Clause 121 corresponds to soctions 139 and 140 of tho Act and prescribe power of 
Registrar to make onttles of satisfaction and copy of Memorandum of satisfaction to be 
furnished by the Registrar. 


Clause 122 corresponds to section 141 of the Act and proscribe rectification by 
Tribunal of rogister of charges. 


Clause 123 corresponds to soction 142 of the Act and prescribe penalties for default 
in filing charges with the Registrar of Companies. 


Clause 124 is analogous to Sections 136 , 143 and 144 of the Act and provide for 
Register of Charges and its inspoction 


Clausx 125 corresponds to section 146 of the Act and relates to registered office of 
the company . 


Clause 126 corresponds to section 147 of the Act and prescribe publication of nano 
by the company . 


Clause 127 corresponds to soction 148 of the Act and prescribo publication of 
authorisod as well as subscribod and paid up capital. 


Clause 128 corresponds to sections 150 , 151, 152 , 152A and 154 of the Act and 
prescribe reglator of members and debcnture boldots to be maintained by the company 
with the modification to koop tocord in computer floppies and diskottes . The Rogiator 
and index indot Depositories docmed as Registot of Members. 


Clause 129 cotrosponds to section 153 of the Act and prohibits trusts not to be 
entered in Register of Members . 


Clause 130 corresponds to sections 159 , 160 , 161 and 162 of the Act and rolates to 
annual return to be mado by a company with the modification that particulars of the 
Chief Account Onicer have to be included , 


Clause 131 tolates to commchocment of business and cotto ponds to scotion 149 of 
the Act and dispenscs with certificate of commencement of business . 


Clause 132 corresponds to sections 163 and 164 of tho Act relating to place of 
kooping and inspection of Register and returns . 


Clause 133 corresponds to scotions 166, 167 and 188 of the Act and relates to 
calling Annual Coneral Mocting and penalty for default to do so . 


Clause 134 corresponds to section 169 of the Act and tolatos to calling of an 
axtraordinary genotal meeting on toquisition of members. 
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Clause 135 coresponds to soction 170 of the Act and spociflos procedure with 
respect to General Meeting , etc . 


Clause 136 corresponds to section 171 of the Act and proscribo length of notice for 
calling meeting 


Clause 137 corresponds to scotion 172 of the Act and provides for contonts and 
mannot of service of noticc and persons on whom it is to be servod . 


Clause 138 corresponds to section 173 of the Act and it relatos to the cxplanatory 
statement to be anymxed to a notice convening a gcncral mooting , etc . 


Clause 139 corresponds to scction 174 of the Act fixing quorum for moetings. 

Clause 140 corresponds to section 175 of the Act and provides for cloction of 
Chairman of a mooting 


Clause 141 corresponds to section 176 of the Act and provides for the appointment 
of proxles by a member. 


Clause 142 cortosponds to sections 177 , 178 , 179 , 180 , 183 , 184 and 185 of the Act 
and relates to the manner in which voting is to be done in a General Mooting and 
rogarding power of Chairman to be doclaro results in caso of voting by show of hands. 


Clause 143 corresponds to soctions 181 and 182 of the Act and provides for 
restriction of voting rights of members . 


Clause 144 corresponds to soction 186 of the Act and provides for power of Tribunal 
to call. 


Clause 145 corresponds to soctions 187 and 187A of the Act and providos for 
roprosentations at mootings of Members and coditors . 


Clause 146 corresponds to secton 188 of the Act and provides for chroulation of 
members resohitions . 


Clause 147 corresponds to section 189 of the Act and deals with ordinary resolution 
and special rosolution . 


Clause 148 corresponds to section 190 of the Act and provide for resolutions 
requiring special nodo 


Clause 149 corresponds to soction 191 of the Act regarding rosolutions passed at 
adjoumnod mectings . 


Clause 150 corresponds to soction 192 of the Act rogarding togistration of certain 
rosolutions and agroomonts . 


Clause 151 is a new clause and provides for procedure of postal ballot. 


Clause 152 corresponds to soctions 193, 194 and 195 of the Act and provide for 
maintchatice of minutos books including looso loaf systotn . 


Clause 153 corresponds to soctions 196 and 197 of the Act regarding Inspection of 
minute book of general mocting. 
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Clause 154 corresponds to soction 1974 of the Act which prohibits simultaneous 
appointment of different categories of managerial personnel at the same time. 

Clause 155 corresponds to section 198 of the Act and provides for payment of 
Ovorall maximum managerial remunotation . 


Clause 156 corresponds to soatlon 200 of the Act which prescribe prohibidon of tax 
freo payments . 


Clause 157 corresponds to section 201 of the Act regarding avoidance of provisions 
relieving liability of officers and auditors of company, 


Clause 158 corresponds to soctions 202 and 203 of the Act regarding undischarged 
Insolvent being not permitted to manage companies . 


Clause 159 corresponds to section 204 of the Act togarding testriction on 
appointment of firm or body corporate to office or place of profit under a company for 
a term cxcooding five ycars at a time. 


Clause 160 corresponds to soction 205 of the Act which provides that the dividend 
be paid only out of profits. 


Clause 101 corresponds to section 205A provides for mandatory transfer of unpaid 
dividend to a Special Dividend Account by a company and penalty for failure to do so . 


Clause 162 corresponds to section 206A of the Act regarding right to dividond, right 
shares and bonus shares which companies are requlrod to hold in abeyance pending 
rogistration of transfer of shares . 


Clause 163 corresponds to section 209 of the Act regarding books of account to be 
kopt by the company by a Chicf Accounts Officer . 


Clause 164 corresponds to section 209A of the Act regarding inspection of books of 
account, by Director General or Regional Director or Registrar or authorised offkeer 
etc ., of the companics . 


Clause 165 corresponds to soction 210 of the Act regarding annual accounts and 
balance -shoct to be laid at cvery annual general mocting of the company . 


Clause 160 corresponds to soction 211 of the Act prescribing form and content of 
balance-shoct and profit and loss account and compliance of Accounting Standards. 


Clause 167 corresponds to section 212 of the Act regarding annual accounts of 
subsidiary companies . 


Clause 168 provides for a company to preparo consolidated accounts and empowers 
Goverincnt to make mandatory the preparation of such accounts in future . 


Clause 169 corresponds to section 213 of the Act and relates to financial year of 
holding company and subsidiary company . 


Clause 170 corresponds to section 214 of the Act relating to rights of holding 
company s representatives and membor. 


Clause 171 corresponds to soction 215 of the Act regarding authentication of balance 
shoct and profit and love accoumt. 
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Clause 172 which requires to listed public companies having a piad -up share capital 
of rupees thrco crotes or more to have Chief Accounts Officer (CAO ) and proscribos his 
duties. 


Clause 173 corresponds to soction 217 of the Act regarding matters to be statod in 
the report of directors including business segment wise working results . 


Clause 174 corresponds to section 218 of the Act regarding pobalty for impropor 
issuo , circulation of publication of balance - shoct or profit and loss account 


Clause 175 corresponds to section 219 of the Act regarding rights of metubers to the 
copies of balance- shoct and auditor s roport 


Clause 176 corresponds to section 220 of the Act regarding filing of balance -shoct of 
a company. 


Clause 177 corresponds to section 221 of the Act regarding duty of offilocts to make 
disclosure of payments . 


Clause 178 corresponds to scction 222 of the Act togarding construction of toferoncos 
to documents annexed to accounts . 


Clause 179 corresponds to soction 223 of the Act regarding certain companies to 
publish statement in Table E in Schedule I 


Clause 180 corresponds to section 224 of the Act togarding appointment and 
remuncration of auditor that the Auditor can audit 25 companics. 


Clause 181 corresponds to soction 225 of the Act provides for appointment and 
removal of auditors . 


Clause 182 corresponds to section 226 of the Act regarding qualifications and 
disqualifications of auditors . 


Clause 183 conesponding to section 227 prescribes forms and content of auditors 
Report. 


Clause 184 corresponds to section 228 of the Act which deals with audit of accounts 
of branch office of company , 


Clause 185 corresponds to section 229 of the Act regarding signature of the auditor s 
report. 


Clause 186 cortasponds to sections 230 and 231 of the Act and provides for reading 
and inspection of audit reports and auditors right to attend annual general meeting . 


Clause 187 corresponds to section 232 of the Act provides for penalty for non 
compliance of audit provisions. 


Clause 188 corresponds to section 233 of the Act which provides ponalty for pop 
cotapliance of sections 183 and 185 . 


Clause 189 corresponds to soction 233B of the Act and provide for Cost Audit in 
ccrtain casos . 


Clause 190 corresponds to section 234 of the Act which conforu powat on the 
Registrar to call for information and explanation . 
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Clause 191 corresponds to soction 234A of the Act regarding seizure of documents 
by Registrar . 


Clause 192 concsponds to sections 235 and 236 of the Act and provides for 
investigation of affairs of a company . 


Clause 193 corresponds to sections 237 and 238 of the Act and probibits firms, 
bodies of associations from being appointed as inspector. 


Clause 194 corresponds to section 239 of the Act tegarding power of inspectors to 
carry investigation into affairs of tolatod companies . 


Clause 195 corresponds to soction 240 of the Act regarding production of documents 
and evidence before inspoctor by officers and other employees of company. 


Clause 196 corresponds to section 240A of the Act regarding seizure of documents 
by inspector. 


Clause 197 corresponds to section 241 of the Act and relates to in poctor s toport. 


Clause 198 corresponds to soction 242 of the Act and relates to prosecution for 
offcnocs by Central Government in respect of offonoes reported by the inspector. 


Clause 199 corresponds to soction 243 of the Act relating to application for winding 
up of companies on an ordor under soction 397 at 398 of the Act. 


Clause 200 corresponds to soction 244 of the Act rogarding procoodings for rocovery 
of damages or property . 


Clause 201 corresponds to scctlon 245 of the Act togarding cxponacs of investigation 
and rocovery procedurc . 


Claus 202 corresponds to section 246 of the Act which provides that toport of 
Inspector shall be adtnissible in evidence. 


Clause 203 coresponds to section 247 of the Act cmpowering the Contral 
Govermcat to appoint an Inspector for the purpose of investigation of ownership of a 
company. 


Clause 204 coresponds to section 248 of the Act and empowers the Central 
Govor uncnt to gather information regarding persons having an interest in the company. 


Clause 205 corresponds to soction 250 of the Act enabling the Tribunal to impose 
restriction upon issue of shares and debcntutes uod prohibition of transfer of 
shares /dobentures in cattain cascs . 


Clause 206 is on the lines of section 250A of the Act and provides for continuance 
of investigation procodings in cases of voluntary winding up . 


Clause 207 corresponds to section 251 of the Act regarding confidentiality of 
correspondance with logal advisors and bankers during investigation . 


Clause 208 corresponds to section 252 of the Act which provides for the minimum 
number of directors of . public and private limited companics . 
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Clause 209 corresponds to section 235 of thc Act and relates to appointment of 
directors and proportion of those who are liable to retire by rotation . 


Clause 210 corresponds to section 256 of the Act and provides for the manner in 
which directors retiring by rotation will be ascertained and filling of vacancies . 


Clause 211 corresponds to section 257 of the Act and provides for the right of a 
member other than a retiring director to stand for directorship . 


Clause 212 corresponds to section 260 of the Act and provides for appointment of 
additional directors . 


Clause 213 corresponds to section 262 of the Act and provides for filling of casual 
vacancies atnong directors . 


Clause 214 corresponds to section 263 of the Act which provides for appointment of 
directors to be votod on individually . 


Clause 215 corresponds to section 263A of the Act which cxcmpts companies not 
cartying on business for profit from compliance of certain provisions . 


Clause 216 corresponds to section 264 of the Act and provides for consent to act as 
4 director to be filed with thc Registrar . 


Clause 217 corresponds to section 265 of the Act which gives option to a company 
to adopt a system of proportional tepresentation for appointment of director. 


Clause 218 corresponds to soction 266 of the Act rogarding restriction on 
Appointment or advertisement of a director without obtaining his consent. 


Clause 219 corresponds to section 267 of the Act and provides that certain persons 
shall not be appointed as managing directors. 


Clause 220 corresponds to section 269 of thc Act which provides for appointment of 
managing or whole - time diroctor or manager by Central Government. 


Clause 221 corresponds to section 274 of the Act regarding disqualification of 
directors under specified circumstances . 


Clause 222 corresponds to sections 275 , 276 , 277 and 279 of the Act and proscribes 
that no person can be director in more than fiftoon companics . 


Clause 223 corresponds to section 278 of the Act and excludes certain dircctorships 
for the purposes of limits on the number of directorship . 


Clause 224 provides for restriction of age of seventy - five years for 4 person to be 
appointed as Managing Director , Whole - timc Director or a Director. 


Clause 225 corresponds to section 283 of the Act which provides for grounds for 
vacation of office by directots . 


Clause 226 corresponds to section 284 of the Act which specifies the procedure for 
removal of a director. 


Clause 227 corresponds to sections 285 to 290 of the Act and provides for meetings 
of Board , notice , quorum , otc ., with minor modifications . 
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Clause 228 corresponds to scction 291 of the Act regarding general powers of the 
Board . 


Clause 229 corresponds to scotion 292 of the Act which proscribes certain powers to 
bo exercisod by the Board only at the mecting . 


Clause 230 roquitts every public company having a paid -up . capital of not less than 
5 crores of rupecs to constitute a committee of the Board of directors known as " audit 
committee" . 


Clause 231 corresponds to section 293 of Act and relates to restrictions on Board s 
power and mattons requiring consent of company in general mocting . 


Clause 232 corresponds to sections 294 , 294A and 294AA of the Act and doals with 
thc appointment of sole selling agents . 


Clause 233 corresponds to soction 295 of the Act and relates to loans to directors 
with the consent of the company by spocial resolution only . The provision of approval 
of Central Government has been droppod . 


Clause 234 corresponds to section 297 of the Act togarding Board s sanction for 
certain contracts in which directors are interested . 


Clause 235 corresponds to section 299 of the Act and prescribes the manner in which 
the interest of a director can be disclosed . 


Clause 236 corresponds to soction 300 of the Act which prohibits participation of 
interested diroctors in a board meeting considering such contracts /arrangements . 


Clause 237 corresponds to section 301 of the Act and provides the manner and 
period in which entries in the Register of Contracts in which directors are interestod to 
be catctod . 


Clause 238 corresponds to soctions 303 and 304 of the Act which provides the 
mamer in which the tegister of directors, etc ., with addition of Chicf Accounts Officor 
and the inspoction thotoof by any metabor or any person . 


Clause 239 corresponds to section 305 of the Act and provides for disclosure of 
director interest in other companies within the spocified period . 


Clause 240 corresponds to section 306 of the Act and provides for maintaining 
Register of particulars of directors , etc . 


Clause 241 corresponds to scctions 307 and 308 of the Act and provides for 
maintenance of tegister of directors share holding. 


Clause 242 corresponds to section 309 of the Act relating to remuneration of 
directors . 


Clause 243 corresponds to section 313 of the Act and provides for manger and torms 
of appointment and tans of appointment of altcmatc directors . 


Clause 244 corresponds to section 314 of the Act relating to directors and their 
rolatives holding office or place of profit . 


Clause 245 corresponds to section 316 of the Act which prescribos number of 
companics of which one may be appointed managing director. 
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Clause 246 corresponds to section 317 of the Act and prohibits a managing or whole 
time director s appointment for more than five years at a time. 


Clause 247 corresponds to soction 318 of the Act regarding prohibition of payment 
of compensation to Director, etc., for loss of office , etc ., or on retirement. 


Clause 248 cottosponds to section 319 of the Act regarding payment of compensation 
to Director , etc ., for loss of office , etc., in connection with transfer of undertaking or 
property . 


Clause 249 corresponds to section 320 of the Act regarding payment to directors for 
loss of offico in connection with transfer of shares , 


Clause 250 corresponds to section 321 of the Act which provides supplementary 
provisions. 


Clause 25 / cotrosponds to soctions 322 and 323 of the Act rolating to directors , etc., 
with unlimited liability in a limited company . 


Clause 252 corresponds to soction 349 of the Act regarding determination of net 
profits for the purposes of managorial resiuncration . 

Clause 253 corresponds to section 350 of the Act regarding ascertainment of 
depreciation , 


Claus 254 corresponds to scctions 370 to 374 of the Act relating to regulation of 
intercorporate loans , and intercorporate investments . The Central Governmont s approval 
has been disponsod with . 


Clause 255 corresponds to soction 376 of the Act and provides for condition 
prohibiting reconstruction or amalgamation of company . 


Clause 256 corresponds to section 383A of the Act and provides for appointment of 
whole- time company secretarios . It also prescribes for socrotarial compliance certificato. 


Clause 257 corresponds to soctions 384 , 385 , 386, 387, 388 and 388A of tho Act 
regarding number of companies in which a person may be appointed Manager and his 
remuneration 


Clause 258 corresponds to soction 388B of the Act which provides for reference to 
Tribunal regarding casts against managerial personnel by the Central Governmont. 


Clause 259 corresponds to section 388C of the Act regarding Intorim order by 
Tribunal. 


Clause 200 corresponds to section 388D of the Act togarding docision of Tibunal. 


Clause 201 corresponds to section 388B of the Act which cmpowets Central 
Government to remove managerial persomel on the basis of Tribunal docisions. 


Clause 202 cottcaponds to soction 390 of the Act and dofinas comprombac " and 
* arrangement . 


Clause 263 corresponds to soction 391 of the Act regarding compromiso of 
Arrangements with creditors or members by a company with the orders of the High 
Court 
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Clause 264 empowers the Court to obtain cxpert opinion in various fields . 


Clause 205 corresponds to section 392 of thc Act wherein power has been given to 
High Court to enforço compromises and arrangements . 


Clause 200 corresponds to section 393 of the Act wherein the manor and contents 
of the potice to be given to creditors and members is specified . 


Clause 267 cottesponds to sections 394 and 394A of the Act and certain provisions 
for facilitating reconstruction and amalgamation of companies , 


Clause 208 corresponds to section 395 of the Act and provides for acquiring share of 
dissenting shareholders who do not consent to scheme or contract approved by majority. 


Clause 269 provides procedure for compulsory buy out of minority shares . 


Clause 270 corresponds to section 396 of the Act and gives power to Central 
Government to provide for amalgamation of companies in public interest. 


Clause 271 corresponds to section 396A of the Act and provides for period of 
preservation of books and papers of amalgamated company . 


Clause 272 corresponds to sections 397 to 403 , 405 and 406 of the Act and provides 
for making application to Tribunal for relief in case of oppression and mismanagement. 


Clause 273 corresponds to section 404 of the Act and provides for consequences of 
alteration of memorandum and articles of a company where the Tribunal passos an order 
on the application sccking relief for oppression and mismanagemont. 


Clause 274 corresponds to section 407 of the Act and provides for consequences of 
termination of modification of otrtain agtectuents . 


Clause 275 cottosponds to section 408 of the Act empowering Central Government 
to appoint nomincc director under certain circumstances. 


Clause 276 corresponds to section 409 of the Act and empowering Tribunal to 
prevent change in the constitution of Board of directors which change is likely to affect 
company prejudicially . 


Clause 277 corresponds to section 416 of the Act and provides for the manner in 
which the contracts entered into by an agent of the company where the company is an 
undisclosed principal. 


Clause 278 corresponds to section 417 of the Act and provides that employecs 
securities to be deposited in Post Office savings bank or Scheduled Bank 


Clause 279 corresponds to section 418 of the Act and provides for depositing of 
provident fund of the employees with Post Office , Scheduled Bank or to be invested in 
securities as referred in this clausc . 


Clause 280 corresponds to section 419 of the Act, relates to right of an employco to 
sce bank s receipt for monics or securities . 


Clause 281 corresponds to section 420 of the Act and relates to penalty for 
contravcation under clausos 279 and 280 . 
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Clause 282 corresponds to section 425 of the Act and relates to the modes of 
winding up with the proposed modification that the provision for winding up under the 
supervision of Court, has been omitted . 


Clause 283 corresponds to section 428 of the Act and it defines the term 
contributory . 


Clause 284 corresponds to section 426 of the Act and relates to liability as 
contributories being past and present members . 


Clause 285 corresponds to section 427 of the Act and relates to obligations of 
directors and managers whose liability is unlimited . 


Clause 286 corresponds to section 430 of the Act and relates to liability of a 
contributory in case of a death of member. 


Clause 287 corresponds to section 431 of the Act regarding contributorios in case of 
insolvency of member. 


Clause 288 corresponds to section 432 of the Act which deals with the position of 
contributories in case of winding up of a body corporate which is a manber. . 


Clause 289 is on the lines of section 433 of the Act regarding circumstances in 
which company may be wound up by the Court. 


Clause 290 corresponds to section 434 of the Act regarding company deemed to be 
unable to pay its debts. 


Clause 291 is on the lines of section 439 of the Act relating to provisions as to 
persons who can petition for winding up 
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Clause 292 corresponds to section 440 of the Act and relates to right to present 
application for winding up petition where company is being wound up voluntarily . 


Clause 293 corresponds to section 437 of the Act regarding power of High Court to 
transfer winding up proceedings from District Court. 


Clause 294 corresponds to section 441 of the Act regarding the commencement of 
winding up 


Clause 295 corresponds to section 443 of the Act regarding powers of the Court on 
hcaring petition . 


Clause 296 corresponds to section 442 of the Act empowering the Court to stay or 
restrain proceedings against company . 


Clause 297 corresponds to section 448 of the Act regarding appointment of Company 
Liquidator. It is proposed to empower Contral Government to draw a panel of 
professional liquidators, e. g ., Chartered Accountants , Advocates and other professionals 
having adequate experiencc as may be prescribed and High Courts may appoint such 
professionals as Official Liquidatots . 


Clause 298 corresponds to section 449 of the Act and provides that company 
liquidator to be liquidator on a winding up order . 
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Clause 299 corresponds to soction 450 of the Act deals with appointment of 
Provisional Liquidator with the proposed modification by which issuing of notice by 
the court to the company before appointing a Provisional Liquidator is deleted . 


Clause 300 corresponds to section 431 of the Act and deals with general provisions 
As to liquidators , 


Clause 301 corresponds to section 453 of the Act deals with prohibition of 
appointment of receiver in rospoot of assots which are in the hands of the liquidator. 


Clause 302 corresponds to section 457 and deals with powers of Company Liquidator. 


Clause 303 corresponds to section 458A deals with exclusion of certain time in 
computing periods of limitation . 


Clause 304 corresponds to soction 459 of the Act and provides for legal assistance 
to Liquidator. 


Clause 305 corresponds to section 463 of the Act and deals with provisions relating 
to Liquidators who are officers of Central Government controlled by Central 
Govetinent 


Clause 300 - This is a provision cmpowering the court to cxorcisc powers on 
Iquidators who are not officers of Central Government. 


Clause 307 – A clausc which provides for form and content of winding up order . 


Clause 308 - A provision which enables Company Liquidator to issue advertisement 
in newspapote rogarding winding up onder that hos been presend on the company and to 
Invito creditors to submit their proof of claims within tho stipulated timo. 


Clause 309 – A provision makdng the Company Liquidator to submit a report to the 
Court on the value of the various Assets and of claims due to the company and a 
provisional financial statement of the company and the opinion of the Liquidator as to 
whether any fraud has been committed by any person during promotion of the company 
or in course of business . 


Clause 310 corresponds to soction 461 of the Act which provides for books to be 
kept by Company Liquidator and audit of Company Liquidator s accounts . 


Clause 311 – A provision, which prescribes provision for conducting a scalod -bid 
auction for the sale of assets of the company. 


Clause 312 - This is a provision empowering the Court to confor appropriate 
ownorship rights upon completion of sale of asset and that transfer of ownership rights 
to now ownor of asset which has been sold in winding up shall not attract stamp duty 
under Indian Stamp Act, 1899 . 


Clause 313 corrcsponds to section 466 of the Act which provides for power of Court 
to stay winding up . 


Clause 314 corresponds to section 467 of the Act which provides for settlement of 
list of contributorias and opplication of assets . This clause has been modified to the 
extent that the power of settlement of the list of contributories is vosted upon Liquidator 
instead of the Court for filing an appeal to the Court within the prescribed period . 
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Clause 315 corresponds to section 468 of the Act which provides for delivery of 
property to Liquidator . 


Clause 310 corresponds to section 469 of the Act and deals with payment of dobles 
due by contributory and extent of set off. 


Clause 317 corresponds to scotion 470 of the Act which prescribes power of Court 
to make calls . 


Clause 318 corresponds to section 471 of the Act which provides for paymont into 
bank of money due to company in winding up . 


Clause 319 corresponds to section 475 of the Act provides for adjustment of Hghts 
of contributories . 


Clause 320 corresponds to section 476 of the Act provides for power of Court to 
make an order for the cost, charges and expenses incurred in the winding up in such 
order of priority . 


Clause 321 corresponds to section 477 of the Act providou for powot of Court to 
summon person suspected of having property of company, oto . 


Clause 322 corresponds to soction 478 of the Act and prescribod exorcising of powor 
by Court to order public examination of promoters , diroctors , etc . 


Clause 323 corresponds to soction 479 of the Act regarding certain powors to be 
exercised by the Court for arrcating absconding contributory . 


Clause 324 corresponds to soction 480 of the Aot provides for saving of axisthag 
powers of Court. 


Clause 325 corresponds to section 481 of the Act provides for dissolution of 
company. 

Clause 326 corresponds to section 482 of the Ach, provides for that any order made 
by Court in the course of winding up of a company shall be onforocable by other 
Courts . 


Clause 327 corresponds to soction 483 of the Act provides for appoals from ordets , 
and is thodified to the extent that the appeal from any order made or decision glvon 
by the Court shall lie to the Division Beach of the same Court. 


Clause 328 corresponds to section 484 of the Act provides for circunstances in 
which company may be wound up voluntarily . 


Clause 329 corresponds to section 485 of the Act provides for publication of 
resolution passod for voluntary winding up. 


Clause 330 corresponds to sections 486 and 487 of the Act explains when a 
voluntary winding up is to commence . 


Clause 331 corresponds to section 488 of the Act to be detected provide for 
declaration of solvency in case of proposal to wind up voluntarily . 


Clause 332 corresponds to soctions 490 and 492 of the Act and provides for power 
to appoint and fix the remuncration of buidator. 
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Clause 333 corresponds to section 491 of the Act and provides that Board s power 
to cease on appointment of Liquidator. 


Clause 334 corresponds to section 493 of the Act and provides that potice of 
appointment of liquidator to be given to Registrar. 


Clause 335 corresponds to section 494 of the Act and provides for power of 
liquidator to accept shares , etc ., as consideration for sale of property of company . 


Clause 336 corresponds to section 495 of the Act and provides for duty of liquidator 
to call croditors meeting in case of insolvency . 


Clause 337 corresponds to section 496 of the Act provides for duty of liquidator to 
call general moting at the end of cach year. 


Clause 338 corresponds to section 497 of the Act and provides for call of final 
meeting and dissolution proposing procedural modification . 


Clause 339 corresponds to scction 498 of the Act and providos for alternative 
provisions regarding annual and final mectings in case of insolvency . 


Clause 340 corresponds to section 500 of the Act relating to meeting of creditors . 


Clause 341 corresponds to section 501 and provides for notice of rosolutions passed 
by creditors mecting to be filed with the Registrar. 


Clause 342 corresponds to section 502 of the Act and provides for appointment of 
liquidator in case of voluntary liquidator. 


Clause 343 corresponds to soction 504 of the Act and provides for fixing of 
liquidator s remuncration by the creditors . 


Clause 344 corresponds to section 505 regarding cessation of powets of Board of 
Directors on appointment of a liquidator in case of creditors voluntary winding up . 


Clause 345 corresponds to section 507 and provides that the provisions relating to 
power of liquidator in case of members voluntary liquidation shall apply in the case of 
creditors voluntary winding . 


Clause 346 cottesponds to section 508 provides for calling of mçetings of company 
and creditors by the liquidator at the end of each year. 


Clause 347 corresponds to scctlon 509 of the Act and provides for calling of final 
meeting and dissolution with the modification that the requirctront of seading copy of 
Accounts to the liquidator has been dispensed with . 


Clause 348 corresponds to section 512 of the Act provides for powers and dutics of 
liquidator in voluntary winding up . 


Clause 349 corresponds to section 514 of the Act prohibits appointment of liquidatot 
by resorting to corrupt practices . 


Clause 350 corresponds to section 515 of the Act and provides for empowering the 
Tribunal to appoint and remove Liquidator in voluntary winding up . 
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Clause 35 ] corresponds to scction 316 of the Act which requires that liquidator 
should notify his appointment to the Registrar within a period of 20 days instead of 30 
days . 


Clause 352 corresponds to section 517 of the Act provides for the circumstances 
when the arrangement will be binding on the company and the creditors . 


Clause 353 corresponds to section 518 of the Act provides for cmpowering a 
liquidator or 4 contributory or a creditor to apply to Court or the Tribunal and sock 
necessary directions. 


Clause 354 corresponds to soction 519 of the Act which empowers the Liquidator to 
filc and application before the Tribunal for public examination of promoters and 
directors , 


Clause 355 corresponds to section 520 of the Act provides for moeting cost of 
voluntary winding up . 

Clause 356 corresponds to section 528 of the Act and provides that the debts of all 
description to be admitted to proof. 


Clause 357 corresponds to section 529 of the Act and provides for application of 
Insolvency rules in winding up of insolvent companies. 


Clause 358 corresponds to section 529A of the Act and provides for overriding 
preferential payments . 


Clause 359 corresponds to section 530 of the Act and provides regarding preferential 
payments and sub - section (9 ) of the existing section of the Act is being doleted as it is 
considered redundant. 


Clause 360 corresponds to sections 531 and 533 of the Act provides regarding 
fraudulent preference given in any transaction by transfer of property movable of 
immovable , 


Clause 301 corresponds to section 531A of the Act and provides for avoidance of 
voluntary transfer . 


Clause 302 corresponds to soction 534 of the Act and provides for effoct of floating 
charge on passing the winding un irder. 


Clause 363 corresponds 10 section 535 of the Act provides for prococunt for 
disclaimer of onerous prop =rty in case of a company which is boing wound up . 


Clause 364 corresponus to section 536 of the Act provides for avoidance transfers , 
ctc ., after commencement of winding up. 


Clause 365 corresponds to section 337 of the Act and provides for avoidance of 
certain attachments , executions, ctc ., in winding up by Court . 


Clause 300 corresponds to section 538 of the Act provides for offences by officcts 
of company in liquidation . 


Clause 367 corresponds to section 539 of the Act provides for penalty for 
falsification of books . 
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Clause 368 corresponds to section 540 of the Act provides for penaltios for frauds by 
officers . 


Clause 369 cotrosponds to section 341 of the Act provides for liability where proper 
accounts arc pot kept. 


Clause 370 corresponds to section 342 of the Act provides for liability for fraudulont 
conduct of business. 


Clause 371 corresponds to section 543 of the Act provides for powers of Court to 
assess damages against delinquent directors , etc. A new sub - clause (1) (c ) has been 
added to assess the damages against delinquent directors , etc ., and make them 
accountable if they have been guilty of gross nogligence and reckles trading. 


Clause 372 corresponds to section 545 of the Act provides for prosecution delinquent 
officers and mothers of the company with the proposed modification by which 
liquidator can prosecuto the officer of the company in the Tribunal, and provisions 
regarding making reference to the ROC is deleted . 


Clause 373 corresponds to scction 546 of the Act provides for certain powers to bo 
cxercised by the Liquidator subject to sanction of the company or Court. 


Clause 374 corresponds to section 547 of the Act and provides for notification of a 
company in liquidation . 


Clause 375 corresponds to section 548 of thc Act provides for that all books and 
papers of the company shall be prima facie evidence of the truth of all matters 
purporting to be recorded therein . 


Clause 376 corresponds to section 549 of the Act provides for disposal of books and 
papers of the company when the affairs of the company have been completely wound 
up . 


Clause 377 corresponds to section 550 of the Act provides for information as to 
pending liquidations. 


Clause 378 corresponds to sections 552 and 553 of the Act provides for liquidator 
to make payments in bank . 


Clause 379 corresponds to soction 55 % of the Act provides for unpaid dividends and 
undistributed assets to be paid into the company s liquidation account. 


Clause 380 corresponds to section 556 of the Act provides for enforcement of duty 
of liquidator to make ithurns, etc . 


Clause 381 corresponds to section 558 of the Act provides for Court of persons 
before whot affidavit may be swom . 


Clause 382 corresponds to soction 359 of the Act provides for powers of Court to 
declare dissolution of company as vold . 


Clause 383 corresponds to section 560 of the Act provides for power of Registrar to 
strikc defunct company from the register. 


Clause 384 corresponds to section 561 of the Act provides for application of Act to 
companies formed and registered under previous Companics Laws. 
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Clause 385 corresponds to section 365 of the Act provides for companies capable of 
being registered 


Clause 386 corresponds to section 566 of the Act defines joint stock company . 


Clause 387 corresponds to section 567 of the Act and provides for requirements for 
registration of joint stock companias . 


Clause 388 corresponds to section 368 of the Act provides for requirements for 
registration of companies which are not joint stock companies . 


Clause 389 corresponds to section 569 of thc Act prescribes the manner in which tho 
various statements are to be authenticated before filing with Registrar. 


Clause 390 corresponds to section 570 of the Act provides for power of Registrar to 
require evidence as to the nature of company . 


Clause 391 corresponds to section 571 of the Act provides for sending notice to 
customers on registration of banking company with limited liability . 


Clause 392 corresponds to scction 572 of the Act empowering the Central 
Government to change the existing name of a company with an altered name if the 
existing name is considered by it to be undesirable . 


Clause 393 corresponds to section 573 of the Act provides for addition of words 
" limited " or " private limited " to the name whenever company registers in this part as a 
company with limited liability . 


Clause 394 corresponds to soction 574 of the Act provides for conditions for issuan.co 
of certificate of registration of existing company by the Registrar. 


Clause 395 corresponds to section 575 of the Act provides for veating of property on 
registration of company under this Part. 


Clause 396 corresponds to section 576 of the Act protects the cxisting rights and 
liabilitics of the joint stock company under a contract after incorporation under this 
legislation . 


Clause 397 corresponds to section 577 of the Act provides protection for pending 
legal proceedings before incorporation of a company . 


Clause 398 corresponds to section 378 of the Act provides for effect of registration 
of a company . 


Clause 399 corresponds to section 579 of the Act provides for substitution of 
Memorandum and Articles of Association for doed of settlement after incorporation of 
company. 


Clause 400 corresponds to section 580 of the Act provides for power of Court to stay 
or restrain certain proceedings. 


Clause 401 corresponds to section 581 of the Act provides for stay of suit or legal 
prococdings against the company against whom an order has been made by a Court for 
winding up . 


Clause 402 is a provision cmpowering Central Government to appoint Director 
General of Inspection and Investigation . 
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Clause 403 corresponds to section 609 of the Act provides for power of the Central 
Government to open registration offices at sucb places as it thinks fil. 


Clause 404 is a provison cmpowering Central Government to appoint Regiunul 
Directors . 


Clause 405 – This provides for powers and functions of Departmental officers . 


Clause 400 provides for cmpowering Central Government to appoint licensed 
Registrars to perform the such functions as prescribed in the proposed clause . 


Clause 407 corresponds to sections 610 and 610A of the Act provides for inspection , 
production and evidence of documents kept by Registrat and admissibility of microfilms, 
ctc ., as evidence . 


Clause 408 corresponds to section 614 of the Act provides for enforcement of duty 
of company to make returns , cto . lo Registrar , 


Clause 409 cuftesponds to section 611 of the Act provides for fees to be paid by the 
companies to the Registrat in respect of several matters mentioned under this Act. 


Clanse 410 corresponds to section 612 of the Act provides that fecs , che , paid to 
Registrar and other officers to be accounted for to the Central Government with the 
proposed modification by which instead of paying the fees into the public account in 
Reserve Bank of India , it has now been allowed to pay into public account of India in 
such manner as may be prescribed . 


Clause 411 corresponds to section 014A of the Act provides for powers of Court 
trying offences under this Act to direct liling of documents with Registrar . 


Clause 412 corresponds to section 233A and ixew provisions empowering the Central 
Government to order special audit, cost audit and secretarial audit, etc . 


Clause 413 -- This clausc cmpowers Central Government to call for Information 
from any office or Department of any Government of organisations whether under the 
control of the Government or otherwise including banks and financial institutions . 


Clause 414 - This clause ofnpower the Central Government to establish a fund to 
be called the Investor Education and Protection Fund which shall be credited the sich 
atnounts as prescribed in the proposed clause . 


Clause 415 - This clausc cmpowers the Central Government by notification to 
constitute an Advisory Committee to be called National Advisory Committee on 
Accounting Standard which will advise the Central Government on thc formulation and 
laying down of accounting policies and accounting standards for adoption by companies 
or class of companies under this Act. 


Clause 416 corresponds to scction 10E of the Aci empowers the Central Government 
by notification to constitute a Tribunal to be known as Tribunal to exercise and 
discharge such original and appellate powers and functions as are conferred upon the 
Tribunal by or under this Act or under any other law . 


Clause 417 – This clause provides for powers of the Tobumal which may be 
excrcised by Benches constituted by the President out of which one shall be a judicial 
Member and another shall be a technical Member. The Presidont shall bave the power 
to constitutc a Special Bench consisting of three or more Members . 
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Clause 418 – Tuis clause empowcts every Bench constituted to cxcrcise thc powers 
of a Civil Coun while trying a suit , under the Codo of Civil Procedure , 1908 in respect 
of certain matters as prescribed in thc clause . This clause is more or less reproduction 
of sub - sections (4c), (40 ), (5 ) and (6 ) of section 10E of the Act. 


Clause 419 -- This clausc provides that Tribunal to pass such order after hearing 
both the parties and it may at any timo within two ycars from the date of the order 
with a view to rectifying any mistake ; amend any order passed by it . 


Claus 420 cottasponds to section 10F of the Act provides that any person aggrieved 
by any decision or Order of the Tribunal may fille an appcal. 


Clause 421 - This clause empowers Company Law Tribunal to review is own 
orders . 


Clause 422 – This clause provides that the Tribunal have the samne jurisdiction , 
powers and authority in respect of its own contempt as the High Court has and may 
exercise for this purpose the provisions of Contempt of Courts Act , 1971 with corain 
modifications as may be prescribed in this clause 


Clause 423 – This clause provides power to Tribunal to hear all matters arising 
under the Act, for its determination shall be decided only by the Tibunal and not by 
any Court, Tribunal or other authority . 


Clause 424 corresponds to section 615 of the Act provides for powers of Central 
Government to direct companies to furnish information or statistics . 


Clause 425 corresponds to scction 616 of the Act and provides for application of the 
Act to insurance, banking , clectricity supply and other companics governod by special 
Acts . 


Clause 426 corresponds to section 619 of the Act provides for application of clauses 
180 to 183 to Government companies in the matter of appointment of auditor . 


Clause 427 corresponds to section 619A of the Act provides for laying of the Appual 
Report of Government companics in the House of Parliament or State Legislature as 
thc casc may be . 


Clause 428 corresponds to section 619B of the Act provides for application of clause 
426 of the Bill to apply to certain companies . 


Clause 429 corresponds to section 620A of the Act provides for powers of the 
Central Government to modify the Act in relation to class of companies or any other 
company as prescribed in this clause . 


Clause 430 orresponds to section 621 of the Act provides for offences against Act 
to be cognizable only on complaint by Registrar, shareholder and person authorised by 
Central Government or Securities and Exchange Board of India . 


Clause 431 corresponds to section 6210 of the Act provides for composition of 
ccrtain offcncts by Director General, Regional Director and whcrc prosecution has been 
instituted the offence shall be compounded with the permission of the Court. 


Clause 432 coresponds to sections 622 , 623 and 624 of the Act provides for 
jurisdiction to try offences under this Act and for certain offences being triable 
summarly in tnctropolitan areas. 
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Clause 433 – This clauso provides for powers of Contral Government to appoint 
Company Prosccutors for conducting prosecutions arising out of this Act and such 
prosecutors will have powers and privileges conferred by the Code of Criminal 
Procedurt , 1973 on public Prosecutors appointed by State Governments . 


Clause 434 corresponds to section 625 of the Act provides for payment of 
compensation in case of frivolous and vexatious prosecution . 


Clause 435 corresponds to section 627 of the Act provides for production and 
inspection of books where offences is suspected . 


Clause 436 corresponds to section 628 of the Act provides for penalty for falsc 
statements . 


Clause 437 corresponds to soction 629 of the Act provides for penalty for falso 
evidence . 


Clause 438 corresponds to soction 629A of the Act provides for penalty where 
specific penalty is not provided elsewhere in the Act . 


Clause 439 corresponds to section 630 of the Act provides for penalty for wrongful 
withholding of property . 


Clause 440 corresponds to section 631 of the Act provides for penalty for itaproper 
uso of words Limited and private limited . 


Clause 441 corresponds to section 632 of the Act provides for powers to any Court 
to require limited company to give socurity for cost. 


Clause 442 corresponds to section 633 of the Act provides for power to grant rollof 
in certain cases , with the proposed modification by which power to grant reliof have 
been also conferred on Regional Director in addition to Tribunal and Court. 


Clause 443 corresponds to section 634A of the Act provides for enforcement of 
orders of Court and Tribunal. 


Clause 444 corresponds to section 635A of the Act provides for protection of acts 
of the Government and any officer done in good faith in pursuance of this Act . 


Clause 445 corresponds to section 635AA of the Act provides regarding non 
disclosure of information in certain cases . 


Clause 446 corresponds to section 635B of the Act provides for protection of 
cmployces during investigation by Inspector or pendency or proccodings before Court 
in certain cascs . 


Clause 447 corresponds to section 637A of the Act and provides for powers of 
Central Government or Tribunal to accord approval, etc ., subject to conditions and to 
prescribe feas on applications . 


Clause 448 corresponds to section 637B of the Act and provides for condonation of 
delays in certain casos . 


Clause 449 corresponds to section 639 of thc Act provides for laying of Annual 
Report on the working and administration of this Act before both Houses of Parliament. 
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Clause 450 corresponds to scction 641 of the Act provides for power of Contral 
Govomment by notification to after schedules. 


Clause 451 corresponds to section 642 of the Act provides for power of Contrul 
Government by notification to make tules. 


Clause 452 corresponds to section 643 of thc Act provides for powers of Suprotno 
Court to make tulas . 


Clause 453 corresponds to scction 644 of the Act provides for repcal of Companics 
Act, 1956 and registration of Companics Act Sikkim , 1961. 


Clause 454 corresponds to section 645 of the Act provides for saving of orders , rules, 
etc ., in force at the commencement of the proposod legislation . 


Clause 455 corresponds to section 647 of the Act provides regarding savings of 
proceedings of winding up before commoncement of the proposed legislation . 


Clause 456 corresponds to sections 649 , 651, 652 , 654, 655 and 656 of the Act 
provides regarding construction of references to former cnactments in documents, 
appointment made under previous laws will have effect made under this Act, 
continuation of former registration officers , registers under previous Companics Laws 
will be decmed to be part of registets under proposed legislation , funds and accounts 
kept under the proposed legislation shall be deemed to be in continuation of the 
corresponding funds and accounts kept under previous Companies Laws and proposes 
saving of incorporation under the tepcaled Acts . 


Clause 457 comooponds to section 657 of the Act proposcs saving of certain 
provisions of, and rules under previous Companies Laws. 


Clause 458 corresponds to section 658 of the Act provides for that soction 6 of the 
General Clauses Act, 1897 ( 10 of 1997 ), to apply in addition to sections 454 to 457 of 
the Act. 
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FINANCIAL MEMORANDUM 


Clausse 40ho shall be respononitrol over all 


Clause 402 of the Bill empower the Central Governancnt to appoint a Director Genctal of Inspection and 
Investigation who shall be responsible for the conduct of all inspoctions, and investigations under the Act, shall 
exercise such supervision and control over all the inspections and investigations made under this Act and to 
perform such functions and discharge such duties as may be given to him by the Central Government. The 
crcation of the post of Director General Inspection and Investigation along with personal staff will involve 
additional expenditure of approximately Rs . 5 .00 lakhs in a financial year. 


2. Clause 414 provides for establishment of Investor Education and Protection Fund for promotion of 
investor awareness and protection . The Fund will be created by transfer of unclaimed / unpaid dividends, unclaimed 
fixed deposita /dchentures and interest accrued thereon from companies . To carry out the objectives of the Fund , 
the Central Government shall specify an Authority or Committed with such mcmbots , as the Central Govornmont 
may appoint, to administer the Fund . This does not involve any fresh expenditure . 


3. Clause 415 of the Bill provides for constitution of National Advisory Committec on Accounting Standards 
to advise the Central Government on the formulation and laying down of accounting policies and accounting 
standards for adoption by companies or class of companies . The non -officials members of the Advisory Committco 
shall be entitled to such focs, travelling, conveyance and other allowances as are admissible to the officers of the 
Central Governincnt of the highest rank The annual recurring expenditure on account of organising meetings of 
the Committee would be approximately Rs . 1 lakh 


4 . Clause 403 of the Bill empowers the Contral Govcmmcnt to set up registration offices, to appoint 
Registrars, Additional Registrars and Assistant Registrars and to fix their salaries . Clause 297 (1Xe) empowers 
the Central Government to appoint its wholetime or part time officers as Company Liquidators . Clauscs 403 and 
297( 1 )(c ) are merely continuation of the provisions of sections 609 and 448 of the existing Act and do not 
involve any fresh cxpenditutt . 


5 . Clause 416 of the Bill provides for the constitution of the Company Law THbunal in place of existing 
Company Law Board . The Company Law Tribunal is vested with wider jurisdiction , power of civil court while 
trying a suit, power to review etc., power to punish for contempt, etc . Sub - clause ( 2 ) of clauc 416 cnvisages that 
the Tribunal shall consist of President, Vice - President and such nutabor of judicial and technical members , as the 
Central Government doems fit . The existing Company Law Board will get converted into the Company Law 
Tribunal and will not involve any fresh expenditure . 


6 . Clauses 192 , 204 , 232 and 412 of the Bill cmpower the Central Government to appoint Inspectors to 
investigate the affairs of companies as also to investigate the beneficial ownership of shares and conduct special 
audit . Clause 198 of the Bill cmpowcts the Central Government to prosecute the offenders arising out of the 
report of the investigation . The expenses on investigation , under certain circumstances are to be initially defrayed 
by the Central Government out of the moncys provided by the Parliament and arc ultimately rocoverablc from 
the persons concerned . No accuratc cstimate of the annual recurring expenditure involved by these provisions of 
the Bill is possible , but it is expected that such an oxpenditure will be approximately tupocs 2 lakhs a year. 
Clause 164 of the Bill empowers the Registrars of Companics and the officer authorised by the Central 
Goverment to inspect the books of account of companies . Clause 433 of the Bill empowers the Central 
Government to appoint Company Prosecutors for the conduct of prosecutions arising out of the proposed 
legislation . These clausis merely continue the existing provisions of the Act with conscquential amendments and 
do not involve any fresh cxpenditure . The annual recurring expenditure on account of maintenance of these 
offices would be approximately rupees 20 crores . 


lune on account. quential amendmenoposed 


7 . The total expenditure for the administration of the provisions of this BuI, thus, works out to approximately 
ripces 20 .06 crorts annualy as recurring expenditurt . 


8 . The Bill will not involve any other expenditure of recurring or non -recurring nature . 
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Sub- clauses (1 ) and (2 ) of Clause 2 of the Bill provides for prescribing salient fonturcs 
of abridged prospectus and accounting standards respectively , 


Sub - clausc (2 ) of Clause 19 provides for prescribing fecs to send copies of 
Memorandum , Articles and every other agreements and resolutions to a member of 
company who makes request for supply of such copies . 


ply of slechte ones and resolution to 


Sub -clause (1) of Clause 25 provides other means of serving document on the 
company or officer or its officer other than by post under certificate of posting or by 
registered post. 


Clause 29 provides for guidelines for companies incorporated outside India . 


Clauso 31 provides the time and particular of alterations to be includod in a return 
to be delivered by a foreign company to the Registrar. 


Sub -clause (h ) of sub -clause (3 ) of Clause 38 provides 
in Section 130 As are applicable to a foreign company . 


rules subject to adaptations 


of 


Clause 38 provides the fees payable by foreign companies for registration 
documents with Registrar of Companies . 


Sub - clause ( ill ) of clauso (a ) of Clauso 40 provides the manner of certification of the 
translated copy of instrument, cnactment or provision in English , ff the original document 
is no in English . 


Clause (c ) of sub - Clause (4 ) of Clause 40 provides that the statement with respect 
to matters relating to accounts of a foreign company to be included in a prospoctus . 


Sub claus ( 2 ) of Clause 42 provides for the manner of certification of the translatod 
copy 
of contract by a forcign company . 

Clause 43 provides rules applicable for offer of Indian Depository Receipt by foreign 
companies in India . 


Sub-clausc (2) of Clause 48 provides matters to be stated and reports to be set out 
in the prospectus of a company. 

Sub -clause (7) of Clause 48 providos matters to be included in a prospectus of a 
company . 


Sub -clause ( 1) of Clausc 50 provides for documents to be attached to a prospoctus. 


the time within which the information 


Sub - clauso (3 ) of Clause 51 provides 
memorandun is required to be filod . 


Sub- clause (7) of Clause 62 provides the rate of interest payable by directors, if the 
money roccived by the company is not refunded within 8 days of the expiry of tho duc 
date . 


Sub - clause (4 ) or sub -clause (5) Clause 65 provides that the rate of interest, payable 
by dircotors, if the amount application money is not repaid within 8 days of thc duc 
dato. 
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Sub -clauso 
contract. 


(1) of Claus 


66 provides that the manner of vorification of copies of 


Sub -clauso (2 ) of Clauo 66 provides the particulats of contract to be filed with the 
Registrar . 


Sub- clause (1) of Clausc 67 provides upper limit of percentage of commission for 
procuring subscription for any securities of the company . 


Sub- clause (5) of Clause 69 provides for declaration of solvency to be signed by 
directors before company buy back shares issued by it . 


Sub- clause (8 ) of Clause 69 provides for particulars for registers to be maintained . 


Clause (b ) of sub -clatuse (1 ) of Clause 74 provides for 
should contain 


particulars which 


a 


notice 


Sub - clause (c ) of sub -clause (7 ) of Clauso 74 provides the conditions for Employcos 
Stock Option . 


Sub- clause (5 ) of Clause 75 provides for manner of nomination , variation or 
cancellation of nomination and manner of entitlement of nominor to security in the event 
of death of a sharchokdor. 


Sub - clause (l ) of Claguc (a) of Clause 78 provides for thc rules and conditions 
relating to the equity share capital with differential voting rights , dividend rights or other 
rights . 


Sub - clausc ( 11) of Clause 97 provides for fce to be accompany with an application 
or appeal filed with Tribunal. 


Sub -clause ( 1) of Clause 103 provides fot form and the timc frame for the execution 
of trust deed in respect of debenture issued by a company . 


Sub- clause (1) of Clause 106 provides for fee payable by a person for obtaining tho 
copy of the debenture trust deed . 


Sub - clause (b ) of Clause (4 ) of Clauso 112 provides for manner of advertisement 
which includes a statemont showing the financial position of a company. 


Sub -clause (12 ) of Clause 112 provides for categories of deposits whose amount are 
not to be included in computing the amount of deposits . 


Şub -clause (1) of Clause 113 provides for particulars of charge, the evidence of such 
charge created and the manner in which a copy of such documonts shall veriflod , the 
time prescribed for their filing and the fee to accompany them for filing with the 
Registrar . 


Sub- clause (4 ) of Clauso 113 provided for manner of creating charge and the manner 
in which instrumont creating charge shall accompany the form to be filed with the 
Registrar . 


Sub clause (1) of Clausc 115 provides for the manner of votification of a copy of 
dced accompany the charge is to be verified . 


Sub - clause (6 ) of Clause 116 provides for fee payable on Inspection of register. 
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Sub -clause (7) Clause 116 provides for form of maintaining chronological index of 
charges. 


Sub - clause (1) of Clause 119 provides focs payable to Registrar for registeping charges 
filed by company . 


Sub- clause ( 1) of Clause 120 provides the form for memorandum of satisfaction of 
the charge and the foc to accompany it and the time frame within which satisfaction of 
charge should be filed . 


Sub - clausc (5 ) of Clause 124 provides for fee payable for inspection of registor of 
charges maintained at the registered office of thc company . 


Sub - clause ( 10 ) of Clause 128 provides for safeguards for kecping of particulars of 
members of debenture holders of a company in the form of computer floppy or disketto . 


Sub- clause (1) of Clause 130 provides for the form 


of filing annual return . 


of declaration to be filed with 


Sub- clause (1) of Clause 131 provides for form 
Registrar. 


Sub-clause (2) of Clause 132 provides rules for prescrvation of register , etc . 


Sub -clause ( 3 ) of Clausc 132 provides for foc to be paid by public for instruction of 
register of members or debenture holders of a company . 


Sub -clausc (2 ) of Clause 135 provides for adaptations and modifications of Clause 136 
to 144 . 


Sub clausc (4 ) of Clause 141 provides for the time frame for instrument appointing 
a proxy . 


Sub -clause (7 ) of Clause 141 provides for form of instrument for appointing proxy . 


Sub -clause (3 ) of Clause 152 provides for time within which minutos kept on loose 
leafs are to be got bound . 


Sub- clause (2 ) of Clause 153 provides for fee for obtaining copy of minutes of the 
general meeting by a member . 


Sub rlause (2 ) of Clause 155 provides for fce higher than that prescribe to the 
dirccton . 


Sub -clause (4 ) of Clausc 160 provides for percentage of profit to be transferred to 
reserves before declaration of dividend by a company . 


Sub - clausc (5 ) of Clause 161 provides form of statement to accompany the amount 
of unpaid dividend transferred to the Central Government. 


Sub - Section (1 ) of Section 163 provides for particulars of material , labour or other 
items of cost to be maintained in the books of accounts of a company . 


of consolidated accounts to be 


Sub -clause (2 ) of Clause 168 provides for form 
prepared by a company having subsidiary companies . 


Sub - clause ( 1) of Clause 173 provides for stating the particulars of conscrvation of 
energy , technology absorption , foreign exchango warnings and outgo in the report of 
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Sub -clause (f) of Clause ( 1) of Clause 173 provides for measures taken to bo 
disclosed in the report of the Board . 


Clauses (6 ) & ( c ) of sub - clausc (4 ) of Clause 173 provides particulars of remuneration 
paid to managing or wholetimo directors or managers in the Board report. 


Sub - clasuc ( 1) Clause 179 provides for form of financial statement to be displayed by 
banking and insurance companies to be displayed at their premisce . 


Sub - clause (4 ) of Clause 189 provides for form of auditors report. 


Sub- clause (5) of Clause 191 provides for guidelines for the purpose of exercise of 
power of scizure of documents by a Government officer. 


Sub - clause (5) of Clausc 196 provides for guidelines for the purpose of exercise of 
power of scizure of documents by a Government officer. 


Sub - clause (1) (i) and sub- calue (2 )(1) of Clause 197 provides for foc for obtaining 
a copy of the report by any person . 


Clause 202 provides for the manner in which a copy of the investigation report of an 
inspector under clause 192 or 193. 


Sub -clause ( 1) of Clause 220 provides appointment of a managing 
director in a company with paid up capital as prescribed . 


or wholetime 


Sub-clause (2 ) of Clause 220 provides for particulars of appointment to be filed with 
intimation of appoinment of managing director. . 


Sub -clause (1 ) of Clause 232 provides for form of disclosure of interest of solc 
selling agents of a company in the Board s report . 


Sub- clause (1) of Clause 233 provides for conditions for grant of loans by a company 
to managing or wholctimc director of the company. 


Sub -clause (2 ) of Clause 238 provides for form of return of particulars of managing 
director, Chief Accounts Officer or manager or secretary with Registrar of Companies , 


Sub- clause (4) of Clause 238 provides for focs payable by members for inspection of 
directors ctc. 


Sub -clause (5 ) of Clause 256 provides for form and conditions under which certificate 
is to be attached with the Board of Directors. 


Sub clause (1) of Clause 268 provides for manner in which notice has to be given to 
a member disscnting from these schemc. 


Sub - clause (5 ) of Clause 268 provides for information to be provided in offer or 
circular recommending a scheme to members . 


Sub - clause (2 ) of Clause 269 provides for rules for determing price for acquiring 
shares of minority sharcholders . 


Sub- clause (6 ) of Clause 272 provides for form of consent for applying to seek relief 
from operation . 
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Sub -clause ( 3 ) of Clausc 297 provides for terms and conditions , remuncration , etc . 
for appointment of Official Liquidator. 


Sub-clause (4 ) of Clausc 302 , sub clause ( 1 ) of Clause 310 , Clause 313 provide for 
froms to be used for various purposes by Official Liquidators. 


Sub - clause ( 2 ) of Clause 314 , sub -clause (1 ) of Clausc 337 , sub -clause ( 1) of Clausc 
346 , sub -clausc ( 1) of Clanc 351, sub - clauso (3 ) of clausc 337 provide for various 
forms used for various mootings , statements of accounts , etc, to be laid at such mootings , 
ctc, by the voluntary liquidator in creditors and members winding up . 


Sub -clause (6 ) of Clause 357 , sub -clause (3 ) of Clausa 176 and Clause 377 ( 1) 
provide for forms used in voluntary liquidation for filing information /returns to Rogłstrar , 


Clause 401, sub - claust (1 ) of Clause 407 , sub - clause (1 ) and ( 2 ) of Clause 409 
provide for forms and procedure for filing returns and documents together with foc with 
Registrar. 


Sub -clauso (3 ) and (4 ) of Clause 414 provides for form of accounts and other relevant 
records and manner of utilisation of funds by the Investor Education & Protection 
Fund . 


Sub -section (3 ), (4) and (7) of Clause 416 provides for qualifications , terms and 
conditions, etc, of service of President, Vice - President and Member of the Tribunal. 


Sub- clause (5 ) of Clausc 424 provides for the procedure for conducting investigation 
In case of refusal to furnish or furnishing incorrect information to the Central 
Govermont. 


Sub - clause (b ) of Clause (1 ) of Clause 452 provides for power to makc rules 
consistent with Code of Civil Procedure by the Supreme Court of India . 


(3 ) Any rules made under sub -clause ( 1) of Clause 451 may provide for contravention 
thereof will be punishable with a fine which may extend to five thousand rupees and 
also a further fine which may extent to two hundred rupees for every day after the first 
during which such default continues. 


( 4 ) Every rules made by the Central Government under sub -clause ( 1) shall be laid 
# soon as may be after it is made before cach House of Parliament while it is in 
sassion for a total period of thirty days which may be comprised in one scasion or in 
two or more successive sessions, and if, before the expiry of the session immediately 
following the session of the successive sessions aforesald , both Houses agree in making 
any modification in the rulc olt both Houses agree that the rule should not be made , the 
rule shall thorcafter have cffect only in such modified form or be of no offect, as the 
case may be , so , however , that any such modification or annulment shall be without 
prejudice to the validity of anything previously donc under that rule . 

S. S. SOHONI, 
Secretary -General. 
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